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Pattern of Consumer Spending 


I. The Setting 


HE rate of postwar consumer expenditures was 

a subject of much conjecture during the war years 
when swollen incomes could not be utilized in accus- 
tomed proportions for consumer goods. Cash and 
readily convertible investments accumulated while 
stocks of goods steadily declined. Both during those 
years and in the early postwar months predictions of 
buying orgies alternated with forecasts of buyers’ 
strikes induced by high and rising prices. 

In the fall of 1946 during the weakness in the stock 
market, uncertainty about the future course of busi- 
hess spread among economists. Opinions were fre- 
quently heard at that time to the effect that the 
Christmas trade would tell the story of the real pros- 
pects for 1947. The appearance of widely advertised 
sales by retail establishments late in 1946 and their 
continuance in 1947 have been variously interpreted. 
Some observers have seen in them a definite indica- 
tion of general consumer resistance and of generally 
excessive inventories. Others find inventories unbal- 
anced, and see consumer resistance chiefly confined 
to goods of second quality or to articles which are 
believed to be definitely overpriced. 


CONSUMER CREDIT GREATER 


Consumer credit, which was heavy prior to the war 
but which declined to a relatively low point during 
the war, has for two years or more been increasing 
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in volume. This mechanism is regarded by some per- 
sons, as an inflationary tool and by others as a whole- 
some stimulation of trade. 

Most of the more important elements of the record 
for 1946 are now available. Study of that record and 
an appraisal of the performance of consumers gener- 
ally during the first full postwar calendar year are 
now feasible and instructive. 


Chart 1: Consumer Expenditures as a Percentage 
of Disposable Income! 
Source: Department of Commerce 
FREQUENCY Thirty-one Year Frequency Distribution 
OCCURRENCE 
12 


jon eee 


0 
82.00-62.49 6250-6499 6500-8749 87.50 - 69.99 90.00-92.49 92.50-9499 95.00 - 9749 
CONSUMER EXPENDITURES AS PERCENTAGE OF “DISPOSABLE INCOME 


IPeriod covered: 1909-1941; war years 1917-1918 omitted 
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II. Consumer Expenditures and Income in 1946 


ONSUMERS were spending somewhat less freely 
in 1946 than usual. In twelve of the thirty-one 
years from 1909 to 1941 (omitting the war years 1917 
and 1918) consumers spent between 90% and 92.5% 
of their disposable income. In twenty-three of the 
thirty-one years they spent between 87.5% and 95% 
of their disposable income. (See Chart 1.) Preliminary 
estimates of the Department of Commerce indicate 
that consumer expenditures during the last quarter of 
1946, on a seasonally adjusted annual rate basis, came 
to 88.5% of disposable income for that period. 

The rate at which consumers were putting their 
current disposable income into ordinary goods and 
services was somewhat higher in the last quarter than 
in the other quarters of the year, but, as Table 1 
makes clear, the rate even in that quarter was below 
the peacetime normal rate. 


MAJOR COMPONENTS 


If, however, consumer expenditures are broken 
down into their major components, a different picture 
is obtained. In the last quarter of 1946 consumers 
were spending 64% of their disposable income for 
goods as distinguished from services. Prior to last 
year there is no figure on record which comes at a!l 
close to this one. 

The record extends back to 1929, and in that span 


the highest percentage of disposable income expended 
for goods was a little more than 59% in 1936. In 
seven of the prewar years covered, the percentage of 
disposable income expended for goods was between 
57% and 58%. 

Consumers during the last quarter of 1946 ex- 
pended 10.9% of their disposable income for durables. 
This, too, is a near-record figure. Except for four years, . 
1929, 1930, 1931, and 1937, when the percentages were 
12.4%, 11.5%, 10.6% and 11.0% respectively, the 
figure was not very closely approached, and in five 
of the thirteen years it was below 10%. More im- 
pressive is the rate at which consumers were using 
their funds in the last quarter of 1946 to acquire non- 
durable goods—a little more than 53%. At no time 
from 1929 through 1941 did the figure reach 50%, and 
in six of those years it was less than 48%. It follows, 
of course, that the rate of spending for services was 
below the usual peacetime rate. The figure was a 
little over 24% in the last quarter of 1946, while in 
the prewar years it was below 30% only once, and it 
ranged as high as 39% in 1933. 

Deviations from the usual prewar relationships to 
disposable income appears to be very great in a num- 
ber of lines in the retail trade for the year as a whole. 
This would naturally flow from the inadequacy of 
supplies in some fields. 


Iii. The Retail Trade Record 


HE consumers’ 1946 retail bill totaled $96.7 bil- 

lion, of which $77.7 billion was paid out at non- 
durable goods stores and $19.0 billion at durable 
goods stores. This was the largest sales volume in 
history. It reached its peak in December when $10.3 
billion went into the cash registers. 

The dollar volume of sales rose from month to 
month through the year, except for a temporary drop 
following the peak reached in August. The seasonal 
pattern, however, must be considered in comparing 
monthly sales. On this basis, retail sales actually de- 
clined for a time after March, the earlier levels not 
being reached again until after June. A decline oc- 
curred from November to December; since 1941 this 
has been usual. 

If, however, adjustment is made for price changes, 
an entirely different picture emerges. The index of 


retail prices compiled by the Department of Com- 
merce rose 21% during 1946. The major part of this 
increase came after relaxation of OPA controls on 
June 30. By that month, the index had climbed only 
3%. The increase from June to December, however, 
amounted to 17%. Using this index to place monthly 
sales on a constant dollar basis, it appears that after 
February, despite month-to-month fluctuations, the 
physical volume of goods passing across the counter 
did not change materially. A peak was actually 
reached in December, but the physical volume was 
apparently no greater than in December, 1945, when 
adjusted for the price factor. 
Adjusting for both the price factor and the sea- 

sonal pattern discloses that the 1946 sales peak, in 
terms of physical volume, was reached in February, 
and that it has declined ever since. 
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The 1946 figures are less impressive when thus 
corrected, but, for the year as a whole, retail volume 
was higher than in 1945. Total dollar volume in- 
creased 26% over the period, while average prices 
rose 10%. Thus, about 15% more goods was sold 
at retail in 1946 than in 1945. 


DURABLES AND NONDURABLES 


The greatest proportional gains were made by the 
durable components. Relative to 1945, durable goods 
gained 65% in dollar volume, while nondurables rose 
only 19%. Durables accounted for 20% of total retail 
sales in 1946, as against 15% in 1945. In 1939, the 


Table 1: Consumers’ Expenditures and Savings 
Source: Department of Commerce 
Billions of Dollars 


% of Disposable 
‘ Income 


Period 


1909-1941 averagel...... 8 5.7 
(EDEN, 2 le se eee 6 28.6 
DAS otcreys ais ccaslclcbers,s 6 33.3 
Rete 4 38.9 
DAD nenty dsiclejgis. sis a Siey allan a 6 33.1 
Gi. ie a 0 18.8 
Seasonally adjusted an- 
nual rates: 1946 

First quarter.......... iyi 

Second quarter........ 19.8 

Third quarter.:....... 18.8 

Fourth quarter p...... 17.6 


11917-18 omitted pPreliminary estimate 


ratio was 25%, and in 1941 it was 28%. Sales of dur- 
able goods have, moreover, been rising more rapidly 
than nondurable goods sales throughout the period 
under study. The January-December increase for the 
former was 85%, and for the latter 47%. 

The increasingly greater role of durable goods is 
more clearly seen when seasonal adjustments for the 
groups are made. On this basis, durable goods sales 
in the last quarter of 1946 were 34% higher than in 
the first quarter. The corresponding gain for non- 
durables was only 6%. When an additional correction 
is made for prices, it appears that the physical volume 
of nondurable goods sold in the last quarter of 1946 
was 13% lower than in the first quarter. Sales of dur- 
able goods, however, in terms of units, rose 17%.1 

While durable goods producers were encountering 
difficulties in getting output of civilian goods back to 
1941 levels, nondurable goods producers were able to 
feed a far larger comparative amount of goods to the 
market. Analyzing the trend of nondurable produc- 
tion, the Federal Reserve states: “Production of 

. nondurable products during most of 1946 ranged 
up to 60% larger than the volume of output avail- 
able for civilian use during most of 1945, while the 


1Total consumer expenditures for durable and nondurable goods 
as compared with disposable income is analyzed in some detail on 
p. 54. 


civilian population had increased less than 10% as a 
result of demobilization.” 


BUILDING UP INVENTORY 


All the increased production of nondurable goods 
was not sold to consumers in 1946. Much of it, as well 
as some durable goods production, was used to replen- 
ish depleted inventories. Total retail inventories in- 
creased sharply throughout the year, except for De- 
cember. When adjustment is made for price rises, 
inventories still show an increase in each succeeding 
month although total sales were relatively steady. The 
physical increase from December, 1945, to December, 
1946, was about 25%. In terms of dollar value, the 
jump was twice as much. 

The increase in dollar value from December, 1945, 
through December, 1946, was about 85% for durable 
goods and about 40% for nondurable goods. Were it 
possible to apply a suitable price corrective, these 
percentage gains would be considerably pared. Dur- 
able goods made up 28% of total retail inventories in 


Table 2: Sales and Inventories of Retail Stores 
Source: Department of Commerce 
Millions of Dollars 


Sales Inventories 

ed Adjusted Adjusted 

Actual for Price Actual for Price 

Changes? Changes! 
1945 January.........- 5,450 3,901 5,928 4,243 
Bebruary: 2.04: 3.2 5,129 3,674 6,166 4,417 
Marehasr 6,416 4,596 6,385 4,574 
April taki sacreaen 5,621 4,018 6,554 4,685 
IMavieGaitcasee b: 6,154 4,365 6,654 4,719 
UE Caron A asi ae 6,304 4,436 6,547 4,607 
July 5,985 4,203 6,363 4,468 
AUpUSE: Spee 4 6,320 4,444 6,653 4,679 
September........ 6,398 4,506 6,722 4,734 
October...........| 7,194 5,024 6,788 4,787 
November........ 7,181 5,050 6,826 4,800 
December......... 8,489 5,932 5,825 4,071 
1946 January.......... 6,695 4,679 5,974 4,175 
February. ........ 6,430 4,500 6,229 4,359 
March): a: 7,473 5,200 6,542 4,553 
April 7,707 5,323 6,771 4,676 
Mayne cee et 7,926 5,440 6,982 4,792 
URN Se. cis eee ane ae 7,736 5,238 7,114 4,817 
July 7,671 4,908 7,439 4,759 
ANUS. tere whan 8,556 5,354 8,055 5,041 
September........ 8,199 4,990 8,487 5,166 
Octoberstts2 0 Ae ct. 8,911 5,330 9,136 5,464 
November........ 9,086 5,298 9,562 5,576 
December......... 10,282 5,954 8,772 5,079 


iAdjusted by retail price index (1935-1939 =100) of the Department of Commerce 
as shown in Table 3. 
December, 1945; by the same month in 1946 they 
had risen to 33% of the total. Over the same period, 
the ratio to total sales increased from 16% to 20%. 


DEPARTMENT STORE SALES AND STOCKS 
Data available on department store operations 
make it possible to observe recent retail trends.* 


1Although department store sales constitute only about 10% of 
total retail sales, an evaluation of their experience is instructive. 


56 THE CONFERENCE BOARD 


March, 1947 © 


re 


Department store sales rose continually after 
midsummer, and in December were 212% above June. 
On a seasonally adjusted basis, however, the high 
point of the year was reached in August, and except 
for a rather sharp dip in October, sales did not fluc- 
tuate greatly through January, 1947. This is not sim- 
ilar to the trend exhibited by seasonally adjusted 
total retail sales, which picked up again after August, 
and is probably due to the smaller proportion of 
durable goods and foods sold by department stores. 
Both these groups had high year-end dollar totals, 
particularly foods after the end of price control and 
the rapid rise in prices which followed. 


Table 3: Retail Sales and Prices 
Source: Department of Commerce 
Index Numbers, 1935-1939 =100 


. S ' Retail 

Period Sales? Prices? 

HOLS JAnupry inthe cts: each: . 140.1 139.7 
Mebraarys. girs pee ’ 140.7 139.6 
Mianeh #4 air arisdoscts ine Sule ; 142.7 139.6 
ADT UG Faceted: coco e he Ke ; 131.0 139.9 
Ny ee eM G5! : 132.7 | 141.0 
PUNE Sere Marat eceeties wraicteticicce 5 134.9 142.1 
Fill PTR U oe ae ; 140.8 | 142.4 
apustists oat eee. 139.7 | 142.2 
Neptemberiw. eaarwdtocd: deaet: ; 139.4 142.0 
Ooleper tt heh ote. ae : 148.4 141.8 
November: oe conus tense , 156.5 142.2 
Wecemberis oc bn cekclo Mees i 153.6 143.1 
VERA PED wie tea see eal oan ; 141.7 141.4 
POAC ADUATY ah cose Seta Yvette ieee : 168.3 143.1 
Bebruary ssh: .t.stas ete 8 . 172.6 142.9 
March iv ves oe oiak. Gates & : 170.1 143.7 
PAD TI eas s Sete Set oesse | 164.7 144.8 
Mayirt Coho his ct rqtatile mena < 163.8 145.2 
DUNCTS. cen a ee, meee ¥ 162.6 147.7 
Ly ence 5 ae eee ita die 2 156.3 
PAID TIS sto, sus Skee eer 4 159.8 
September........ 6 164.3 
Octoberkik oo. ea sake acta 0 167.2 
November ss. 05h, ices 9 171.5 
December tc th. sae A 172.7 
AWerageunl), seine wank : 155.2 


1Adjusted for seasonal variation 

*Adjusted for seasonal variation and price changes 

3All commodities 

eEstimated by Tur Conrerence Boarp 

Department store stocks, which were low in the 
latter part of 1945, rose consistently (seasonally ad- 
justed) through 1946. By December, they were as 
high, in respect to the 1935-1939 average, as were 
sales. While the movement of sales during the last 
half of the year was relatively stable, stocks con- 
tinued to mount and to appreciably catch up with 
sales. 

NEW ORDERS AND STOCKS 


The pattern of this accumulation of inventory is 
revealed by the tabulation of stocks and outstanding 
orders of 296 department stores by the Federal Re- 
serve. From April through October, 1945, outstand- 
ing orders did not at any time exceed stocks on hand 
by more than about $150 million. The spread began 
to increase in November of that year, and from De- 


cember on through July, 1946, the differences ran 
to $300 million or more, except in April and May 
when the gap was still greater than $250 million. In 
August, 1946, however, the amount by which out- 
standing orders exceeded stocks was reduced to $200 
million, and by November the relationship had been 
reversed and stocks were about $230 million greater 
than outstanding orders. As delivery dates fall due, 
a decline, or at least a lowered rate of accumulation 
of inventory, may become apparent. This would tend 
to match the stabilized level of sales over the last 
few months. 

There is undoubtedly a seasonal factor operating 
in the declining rate of new orders, since inventory 
stocking must take place well in advance of the 
Christmas season. Still, the out-of-season pre-Christ- 
mas clearances of slow-moving or less desirable mer- 
chandise which were widespread in the fall of 1946 
suggest that a good proportion of the decline can be 
attributed to a certain amount of overstocking rela- 


Table 4: Distribution of Retail Sales and 
Inventories 
Source: Department of Commerce 


Durable Stores 


Nondurable Stores 


Period % of Sales |7% of ee % of Sales 17 of Inven- 


Ti to 

Inventories Inventories 
1945 January.......... 1307 28.4 86.3 71.6 
February 13.6 28.8 86.4 71.2 
March, 13.6 30.0 86.4 70.0 
Aprils, 2G oar 15.3 29.0 84.7 71.0 
Miayuie cde tenho 15,2 29.0 84.8 71.0 
Tunes ene ee 15.8 28.9 84.7 Tink 
Duly: Secress svtrustees oot 15.4 28.7 84.6 1.3 
Augustin aac 14.9 28.2 85.1 71.8 
September........ 14.8 29.3 85.2 70.7 
October........... 16.0 28.5 84.0 71.5 
November........ 16.2 Q7.7 83.8 12.3 
December......... 15.5 27.8 84.5 12:2 
1946 16.5 28.7 83.5 71.3 
16.5 29.9 83.5 70.1 
17.0 30.8 83.0 69.2 
18.6 30.1 81.4 69.9 
20.3 30.1 719.7 69.9 
20.1 30.7 79.9 69.3 
21.0 31.2 79.0 68.8 
20.7 30.8 79.3 69.2 
September........ 21.0 81.6 79.0 68.4 
October? £67 nes: 21.6 $2.8 78.4 67.7 
November........ 20.4 33.4 79.6 66.6 
December......... 20.0 33.1 80.0 66.9 


tive to sales. Unusually mild weather particularly 
affected sales of women’s woolen apparel and furs. 
Accumulations of some items of this sort, since de- 
partment stores major in soft lines, naturally had a 
restraining influence on placing of new orders as 
executives began to worry about disposing of stocks 
already on hand. Greater selectivity by consumers 
and uncertainty about future business may also have 
played a part. 

The ratio of stocks to sales in October, 1946, was 
markedly higher than a year previously for all items, 
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almost without exception, a situation to be expected 
while low inventories were being rebuilt. Comparison 
with the prewar month of October, 1940, is more 
fruitful. On an over-all basis, the ratio of stocks to 
sales was almost the same for the 1940 and 1946 
months. However, when the record for each depart- 
ment is examined, it is apparent that stocks were 
heavy in some sectors and light in others. This is 
consistent with the general inventory picture during 
the last half of 1946. At this time inventories at all 
levels—manufacturing, wholesale and _ retail—were 


Table 5: Sales, Stocks and Outstanding Orders of 
296 Department Stores 


Source: Federal Reserve 
Millions of Dollars 


Stocks | Outstanding 


Pei me | aie | See 
Month 
1945 January..... Be ehdieyei stele eles aishav's 199 465 771 
PGEUIALY 20» ate oy ers © ote, aie 198 500 817 
Tarn oss ihe bis aenlons fs 280 524 772 
Rie rsh Saheeal 209 566 125 
DME paragon vterd nator oo dishes 231 592 671 
(SEES ae SEES ESR Oe 235 596 695 
re 1S lt My a 191 592 7122 
on a eee 213 626 670 
SREP LORLID ICE i cfore 02 ba). Hsp fe nso, 243 621 652 
MCTAHER oe ooe cc sle ee eae 298 625 700 
WWavermbers. cnc. vaste ce 334 602 7719 
WBEGEMA DELS ® cidieas ess te) epnietere s 429 462 765 
NOSE January, fo... 65. oe cd eses Q24 491 896 
ha ei eh ee 239 533 979 
ON Eon Gl. Ge ra 301 582 974 
JS yc ot 2 ae eee 319 644 910 
“oy US a ial 304 674 934 
JOT Goud ORI eISD GS eeee 304 699 1,048 
ULC. 6 ee ee 244 735 1,073 
ENT ay Ca 303 806 1,012 
September. 2... es eee oes 309 828 960 
ULC) Ait ta Ra Se a es de eae 341 879 845 
PNR EMIN DEN otal rs "a! donde sic 404 919 691 
MSOMTELVET. ac ls ais hte tetera terest oe 527 776 558 


rising rapidly and stress was placed on this unbalanced 
nature. 

Although stock-sales ratios for shoes, underwear, 
hosiery, men’s suits and shirts, refrigerators, floor cov- 
erings, and certain other types of goods were still low 
in October, those for most other classes of merchan- 
dise—including furniture, lamps, housewares and 
jewelry, as well as women’s outerwear and many 
other nondurable goods—were as large or larger than 
in the prewar period, according to the Federal Re- 
serve. It should be noted that among the latter group 
were lines in which consumer resistance has been felt, 
and in some cases, price spreads have been high. They 
were also among the areas in which pre-Christmas 
clearances made their appearance. 


RATIO OF STOCKS TO SALES 


The stock-sales ratios were considerably lower by 
December as the sales tempo rose seasonally. The 
ratio declined from 2.8 to 1.6 over the period, and the 


decline was reflected in many departments. A few 
lines, nevertheless, increased their ratios. These were 


women’s coats and suits, drapes and upholstery, 


household goods, furniture and floor coverings, and 
piece goods. 

Despite the general drop in the ratio from October, 
the seasonally adjusted total stock index actually 
increased. 


Table 6: Ratio of Department Store Stocks to 
Sales 
Source: Federal Reserve 


October, October, 


Departments 1945 1940 


Women’s and children’s apparel... . 2.4a 
Coats, suits, and dresses (juniors) 


t© = © 00 
eo 


Gloves ich tor ek ene ches at he 


BHR OOM: 


wewoorw: - 
CO we 1 WO et = 60 60 20 0 200 1 
DBNWoQnwrorkhwooww- 


2 
4 
3 
Q 
3 
3 
4 
4 
1 
1 
2 
1 
2 
g 
Men’s and boys’ apparel.......... 2 
Boys;clothing.e-70 eter 3 
Men’s furnishings.............. 3. 
8 

1 

3 

t 

3 

3 

3 

2 

Q 

4 

3 

1 

2 

1 

0 


a 


Shoes and slippers.............. 
Men’s clothing................. 


Home furnishings................. 
Lamps and shades.............. 


Oo & wm 0O- 
CHAR 


i) 


Draperies and curtains.......... 
Blankets and spreads........... 
AGIOS rst erence tae a tide d 
China and glassware............ 
Linens and towels.............. 
Appliances, excl. refrigerators. .. . 
Floor coverings................. 
Domestics and sheetings......... 
Retrigerators.,..U.tssh da) seis ens 
Other departments............... 
“Loiletyarticless.*2 sige ea 6 + os ok 4 
Jewelry and clocks.............. 4 
‘Books and stationery........... 4 
Sporting goods and cameras..... 4, 
3 

Q 

4 


* w- DW Ww COW KH COWMDWW -: 


BW WWW DOOCHNWMNISS HHWUADS WASP RIDHHSWOH BH 


tO GO CO eH am Or © CO CO OO GO- 
PieP WAAWN HOOKS: 


Silverware eset aieeia.g a ectets 
EECe OOdS nen lse ote n55 oe tags 
Toys and games................ 
Total—all departments............ 


eee for departments not based on breakdown identical with that given in the 
le 


AOR SOW: 


tO] © CO nm Om i OO- 


4 
1 
0 
1 
3 
6 
8 
9 
in 


In an analysis of recent market trends, the Fed- 
eral Reserve comments on retail orders and inventor- 
ies, as follows: 


“At the sharply advanced price levels now prevailing, 
numerous businessmen, especially distributors of nondur- 
able goods and certain durable goods like jewelry and fur- 
niture, have reduced considerably their commitments for 
goods. Outstanding orders in most durable goods in- 
dustries appear to have been maintained in record 
volume. . . . Output of most goods for civilian use has 
been far in excess of prewar levels during the past sixteen 


58 THE CONFERENCE BOARD 


March, 1947 


months. Excess inventories of goods have accumulated, 
and there are likely to be substantial further increases in 
supplies in coming months.” 


FACTORS IN RETAIL BEHAVIOR 


Underlying the course of retail trade is the behavior 
of the consumer and the resultant actions of mer- 
chants. Some of the factors which apparently deter- 
mined what these groups did during the year may 
be briefly summarized. Most significant, undoubted- 
ly, was the rise in the retail price level. The retail 
price index of the Department of Commerce rose 


Chart 2: Department Store Sales and Stocks 
Source: Federal Reserve 
Index Numbers, 1935-1939=100; Seasonally Adjusted 


¢ 
” oes Ve oe TH) 


‘ 
® PRELIMINARY 


1945 1946 1947 


9.8% while the consumer price index of the Bureau 
of Labor Statistics gained 8.4% over 1945. 

General Robert E. Wood of Sears Roebuck & Com- 
pany dramatically pointed out how the price level 
has been advancing when he stated that a compari- 
son between his company’s 1939 and 1946 catalogs 
showed price jumps of from 61% to 126%. 

The failure to move more goods toward the latter 
half of the year is probably linked not only to volun- 
tary consumer resistance, but also to what actually 
could be done with current income, which expanded 
less than prices. 

The ability to consume more goods at higher prices 
than in 1945 seems to have been accomplished chiefly 
through a lower rate of savings. Retail sales increased 
about $20.1 billion over 1945. Disposable income in- 
creased only $6.4 billion. 


MERCHANTS’ AND CONSUMERS’ MOTIVES 


Fears of scarcities in the later winter of 1946 may 
have stimulated some of the heavy buying which took 
place then. This was also the period in which many 
men were still being discharged from the Armed 
Forces. In the nature of the case, much of the buy- 
ing done by veterans was nonrepetitive while ward- 
robes were being restocked. This also holds true for 


home furnishings and other long-deferred consumer 
expenditures of a nonrecurrent type. In addition, the 
anticipated or actual reappearance of branded mer- 
chandise may have retarded the purchase of non- 
brand items in recent months. 

These consumer tendencies induced merchants to 
run out-of-season clearances on inferior merchandise 
or seasonal overstocks. Special promotions not seen 
for many years are now being reported. Nylons have 
been offered as loss leaders, and the old “Dollar Day” 
has again made its bow. 

Concern about the size of stocks and their unbal- 
anced nature in the face of leveling sales has made 
merchants cautious in making future commitments. 
The day of waiting for allotments has passed and 
cancellations are becoming more usual. These con- 
siderations, as well as the feeling that more goods are 
available, have shortened commitments. Indications 
of still higher prices on some spring lines are also a 
deterrent. 


RETAILING POPULATION 


An important development in 1946 retailing was 
the rise in the number of enterprises in existence. The 
number of operating retail businesses declined about 
300,000 through 1943 from the 1941 high point. Data 
available for June, 1946, show that almost all of this 
loss was regained through increased openings in 1945- 
1946. In relation to the pattern of outlets in 1941, 
expansion was heaviest in durable goods stores— 
automotive parts and accessories, appliances and ra- 
dios, home furnishings, motor vehicles, and lumber 
and building materials. Only liquor, in the nondur- 
able group, showed an advance over 1941. Food, gen- 
eral merchandise, filling stations and shoe stores de- 
clined in importance. Some of the present leaders had 
dropped most during the war, although this was not 
true of liquor, home furnishings and hardware. The 
relative stability of new retail firms is indicated by 
the fact that while retail entry rates were fifth among 
major industry groups in the first six months of 1946, 
retailing ranked eighth and last in discontinuance 
rates. 

Within the retail group itself, entry rates were 
highest for durable goods stores, while, except for 
appliances, food retailers showed the highest rate of 
withdrawals.t 

The increase in the number of stores, which tends 
to enhance competition, as well as the usually greater 
instability of new enterprises, has raised the number 
of closings. Dun and Bradstreet’s commercial failure 
statistics (which measure only court procedures or 
voluntary actions involving losses to creditors) dis- 
close that the number of retail failures has speeded 
up through 1946. Its survey reported about twenty- 

1For further details see Survey of Current Business, ““The Postwar 


Business Population,” January, 1947, p. 9 and THe ConrerENce 
Boarp’s Road Maps of Industry, No. 588, February 28, 1947. 
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five during midsummer and thirty-six in December. 
This squares with the Department of Commerce’s 
assertion that, in business as a whole, the rate of new 
incorporations decreased during the last half of the 
year while commercial failures and corporate dissolu- 
tions rose. 

In commenting on these recent trends in the num- 
ber of operating enterprises in the postwar economy, 
the Department of Commerce says: 


“The financial position of the new-born concerns as 


well as the ability of many of the new entrepreneurs have 
been tested only in the balmy environment of the past 
two years. Likewise, there is no reason for believing that 
the demand for new firms—in every specific line such as 
radio stores, filling stations, or in the manufacture of toys 
or textiles—has been balanced exactly or even approxi- 
mately by the supply. That the supply may have ex- 
ceeded demand in at least some fields and has fallen sub- 
stantially short of supply in some others is an obvious 
possibility... .”* 


1Survey of Current Business, op. cit. 


IV. Buying with Borrowed F unds 


ONSUMER credit became an increasingly impor- 
tant factor in support of retail trade and con- 
sumption during the Twenties. By the end of 1929, 
the volume of this type of loan outstanding had 
reached $7.6 billion, or an amount somewhat greater 
than 914% of the disposable income of individuals. 
The figure had declined to $3.9 billion by the end of 
1933, but was still not far from 9% of the disposable 
income. A rapid rise ensued, however, and by the 
end of 1941, credit outstanding amounted to $9.9 
billion, a new record. This latter figure is equivalent 
to more than 11% of the disposable income for that 
year. 
Shortages of consumer durable goods during the 
war, together with restrictions imposed by govern- 
ment, brought a decline to $5.3 billion by the end of 


Chart 3: Consumer Credit Outstanding 
Source: Federal Reserve 
Billions of Dollars 
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1943. The prewar upward trend, however, was re- 
sumed during 1944, and by the end of 1945 credit 
outstanding stood at $6.7 billion, the equivalent, how- 
ever, of only 4.8% of the disposable income of that 
year. 


Chart 4: Consumer Installment Loans Outstand- 
ing, by Principal Lender! 
Source: Federal Reserve 
Millions of Dollars; End of Year 
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The increase continued through 1946. By the end 
of that year credit outstanding totaled approximately 
$10 billion, an all-time high. This amount, however, 
was less than 7% of disposable income. If the season- 
ally adjusted annual rate of disposable income for 
that last quarter of 1946 is employed, the ratio of 
consumer credit outstanding at the end of the year 
is about 644%. 

The amount of consumer credit outstanding is gen- 
erally expected to continue to rise. The major in- 
crease will be concentrated in instalment credit, par- 
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ticularly instalment sale credit as automobiles and 
other durables still in short’ supply enter the market 
in quantity. At the close of the peak year 1941, in- 
stalment sale credit comprised 37.8% of the total 
amount of consumer credit outstanding; this com- 
pares with only 16% at the close of 1946. Automobile 
instalment sale credit was down to 5.5% of the total 
at the end of last year, compared to 19.6% at the 
end of 1941.1 (See Table 8.) 

During 1945, charge account and instalment sales 
comprised 19% and 3%, respectively, of total retail 
sales, compared with 22% and 12% during 1941. 
Comparable data for 1946 are not available at this 
time.? However, instalment credit and charge ac- 
counts outstanding show larger percentage increases 
during the year than does retail sales. Instalment 
sales at department stores were 84% higher in Decem- 
ber, 1946, than in December of the preceding year, 
and charge account sales were 44% higher. 


INSTALMENT CREDIT 


Instalment sale credit outstanding at the close of 
1946 at all types of retail stores was well above the 
levels of the preceding year. However, excepting 
jewelry stores, these amounts were still far below the 
1941 peak. Instalment sale credit outstanding at 
household appliance stores declined 96% between 
1941 and 1944 and was, at the close of 1946, only 
9.6% of the 1941 total. Furthermore, the end-of-year 
amount for 1946 comprised only 2.9% of the aggre- 
gate instalment sale credit (excluding automobile) 
—as compared with 17.4% for 1941. Jewelry instal- 


Table 7: Consumer Credit Outstanding, Consumer 
Disposable Income, and Consumer Expenditures 
Sources: Federal Reserve; Department of Commerce 
Percentage Change 


Item 


Consumer credit outstanding 

(end of period)........... 
Consumer disposable income. 
Consumer expenditures. ... . . 


aSeasonally adjusted annual rates, third quarter, 1945, fourth quarter, 1946 


ment sale credit, on the other hand, recovered rapidly, 
and accounted for 12.2% of the 1946 aggregate. The 
amounts outstanding at furniture stores, department 
stores and mail-order houses were, at the end of last 
year, below 1941 totals. Instalment sale credit out- 
standing (excluding automobile) at retail stores is 
shown in Table 9. 

The major development in the sphere of consumer 
credit during the past year or two has been the vigor 


1A seasonal drop of $174 million in the amount outstanding occurred 
during January, owing to declines in charge accounts and instalment 
sale credit, other than automobile. 
- Fld Federal Reserve retail credit survey for 1946 will be ready 
in May. 


with which commercial banks have been cultivating 
the field. Small-loan companies, industrial banks, in- 
dustrial loan companies, and credit unions are, how- 
ever, also striving for a larger share of consumer 
credit. Commercial banks now hold the major por- 
tion of the outstanding consumer instalment loans. 
The volume held by commercial banks at the close 
of 1946 was greater than at any previous time, and 
more than double the amount held at the end of the 
previous year. (See Chart 4.) 


REGULATION OF CREDIT 


Consumer credit restrictions effective during the 
war have been partly removed so that regulation is 
now confined to instalment credit. The revision of 
Regulation W, which became effective on December 
1, 1946, eliminated charge accounts and single-pay- 
ment loans, and reduced from thirty-six to twelve the 
number of consumer durable categories to which in- 
stalment sale provisions apply. Currently included 
are automobiles, major household appliances, radios, 
phonographs, sewing machines, household furniture, 


Table 8: Consumer Credit, by Major Parts 
Source: Federal Reserve 
Percentage Outstanding; End of Year 


Ttem 1941 
Total instalment credit. ...055..00...2-s060- 59.8 
Total ‘sales credit]. 2 ovat gn eck atalnau atte 87.8 
Automobile: .c 4. cee eee eee 19.6 
OTe hic spoke Rep edetr teh teins isenatecs 36 pam 18.2 
Instalment Joana's) ouea crt etre ccm ne 22.0 
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Charge accounts igc.(s0 scer bas 6 Se ha leno 17.8 
Service credit sn 0 tie see eas bee eae 6.2 


MIncludes repair and modernization loans 

2Noninstalment consumer loans (single-payment loans of commercial banks and 
a, 

.and soft-surfaced floor coverings. Articles costing less 
than $50 are exempted. The maximum maturity for 
both instalment sales and loans is uniformly fixed at 
fifteen months. The down payment remains one third 
for the listed articles (furniture and floor coverings, 
20%). All instalment loans of $2,000 or less continue 
to be subject to the regulations. 

The executive order authorizing and directing the 
regulation of consumer credit was not nullified by the 
President’s declaration of last December which ter- 
minated the period of hostilities. The authority was 
invoked in 1941 under the 1917 Trading with the 
Enemy Act, as amended, and the national emergency 
declared on May 27, 1941. No specific time limit 
exists, but either the President or Congress can take 
action to end the emergency. 

The issue of permanent regulation of consumer 
credit has been placed before Congress by the Board 
of Governors of the Federal Reserve System. In its 
annual report for 1945, the board recommended that 
Congress authorize the permanent continuation of 
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consumer credit control. It was then asserted that 
the expansion and contraction of consumer credit 
have accentuated the swings of the business cycle, 
and government control, by the tightening and easing 
of credit terms, would go far toward mitigating these 
influences. The Reserve Board believes that perma- 
nent regulation of consumer credit should essentially 
be similar to the current provisions of Regulation W. 
The revisions of the past December were carried 
through with this in mind.” 

The action, if any, to be taken by the present ses- 


Table 9: Consumer Instalment Sale Credit 
Outstanding,’ by Type of Retail Store 
Source: Federal Reserve 
End of Year Totals; in Millions of Dollars 


Type of Store 


Department and mail order. . 
WEIETIRN UTNE races are c kale aie. ths aes 


1Excluding automobile credit 


pPreliminary 


sion of Congress remains to be seen. The Federal Re- 
serve has indicated that revisions of Regulation W 
will be conditioned by changes in the supply of con- 


1Board of Governors of the Federal Reserve System, ‘Thirty- 
Second Annual Report,” 1945, pp. 24-25. 
2Federal Reserve Bulletin, December, 1946, p. 1345. 


Business 


OMMODITY prices swung upward during the 

past month, a movement contrary to views gen- 

erally held that prices were in the process of stabiliz- 
ing. 

Prices of farm products shot up immediately after 
decontrol. After a temporary decline, prices started 
climbing again near the end of January and within 
less than a month were nearly eight points above the 
postdecontrol low, according to the weekly whole- 
sale price index of the Bureau of Labor Statistics 
(1926—100). Wheat, for example, which was $2.09 a 
bushel on January 25, had climbed to $2.32 by- Feb- 
ruary 26. By March 3, the price had jumped 22 cents 
to $2.54. Hogs, which were $24.00 on January 25, by 
the end of February were close to $30.00 a hundred- 
weight—an increase of 25% in little more than a 
month. 

Prices of industrial raw materials are also rising. 
Cotton, at 34 cents a pound, is within 4.8 cents of 
the peak of 38.9 cents reached last October. Cotton 
prices dropped as low as 28 cents a pound last No- 
vember. Increases have also occurred in the prices 
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sumer durables and the demand for them. Propon- 
ents of permanent consumer credit control point to 
the “strategic” position held by consumer credit in 
the business cycle. By them it is believed that the 
regulation of instalment credit could, in particular, 
put a brake under an undue expansion of consumer 
demand during inflationary periods. The President’s 
“Economic Report” states that “undue extension of 
deficit financing on the part of millions of American 
families can gravely hurt our business system and 
lead in the end to deficit financing by the government. 
In the long run, consumers must rely on current. in- 
comes for purchasing power.” Others view the regu- 
lation of consumer credit as discriminating against 
those who cannot afford the high monthly charges 
and down payments now required. The Consumer 
Credit Committee of the American Bankers Associa- 
tion, calling for the abolition of Regulation W, points 
to this discrimination, as well as to the fact that the 
regulation was intended purely as a war emergency 
measure.” 


Freperick W. JoNEs — 
Anita R. Kopertson - 
LAWRENCE MAYER 
Brernarp Moss 

Division of Business Economics 


1«The Economic Report of the President,” January, 1947, p. 13. 
"Banking, January, 1947, p. 35. 


Highlights 


of steel scrap, copper, tin and many other raw mate- 
rials. 

The stock market has reacted unfavorably to these 
higher prices. Stock prices for the week ended Feb- 
ruary 11, 1947, at 131.3, were nearly fourteen points 
above the low point of last October, according to 
Standard & Poor’s weekly index of closing stock 
prices (1935-1939=100). But when commodity prices 
started upward the stock market weakened, and by 
February 26 the index had lost 6.2 points, a drop of 


4.7%. 
STEEL DEMAND INTENSE 


Industrial production continues to forge ahead to 
new postwar highs. Steel production recently reached 
94.4% of capacity, or 1,652,000 tons weekly, the high- 
est since July, 1945. Ingot production was largely 
unaffected by the diversion of natural gas for house- 
hold needs during the recent cold period. Natural 
gas is.used primarily in finishing and rod mills. 

The demand for steel continues to rise. The need 
for sheet and strip is particularly great. Foundries 
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producing building equipment are clamoring for mer- 
chant iron; so is every other casting manufacturer. 
The steel industry has never before faced a situation 
where all durable goods producers using steel are all 
striving to reach peak production at the same time. 
In 1929, for example, demand for steel by refrigerator, 
washing-machine and appliance manufacturers was 
strong but demand for steel in the building industry 
had begun contracting in 1926. Production of domes- 
tic heating illustrates the need for more steel today. 
Production was 75% higher by 1946 than in 1939, 
when 2.4 million stoves were made. 

Oil burner manufacture offers another example why 
steel demand is intense. Factory shipments of oil 
burners totaled 579,000 units during 1946. At the 
end of the year new orders received, less cancellations, 
totaled 1.3 million units, or more than a year’s pro- 
duction at the December, 1946, rate. 


AUTO OUTPUT UP 


Weekly output of passenger cars and trucks in this 
country and in Canada has topped the 100,000 mark 
for the first time since 1941. Automobile output 
should make new gains in coming weeks, now that 
work is resumed at plants of the L. A. Young Spring 
and Wire Company. This company is an important 
producer of seat-cushion wire for passenger cars. Lack 
of these springs had tied up assemblies, forcing some 
automobile companies to curtail operations. 

High farm incomes accompanying peak agricultural 
output in 1946 is reflected in the demand for farm 
equipment. The farm machinery industry chalked 
up a new peak in output of $721 million, an 8.6% 
gain over 1945. This represents an actual increase 
in physical volume because price advances were 
eliminated in the year-to-year comparisons. Output 
would have been even greater if long and costly 
strikes had not tied up two producers. 

Farm net income in the current year is expected 
to drop about 15%.1 The Department of Agriculture 
makes this prediction on another record year for 
crops and livestock marketings but with foreign de- 
mand off. Farm prices, it says, will average 10% 
below the level of October 15, 1946. Even if a 15% 
drop occurs, however, it would only reduce net in- 
comes to $11.7 billion. This return would be $2 billion 
less than in 1946 but is triple that obtained in the 
1935-1939 period. 

Farmers spent 8.8% of net cash farm income for 
farm machinery in the 1925-1940 period. At this rate, 
sales of machinery and equipment in 1947 would top 
$1 billion. The farm machinery and equipment indus- 
try therefore expects another good year, unless farm 
incomes shrink more drastically than is currently 
foreseeable. 

The problems of the machine-tool industry have 


1The Agricultural Situation, annual outlook issue, November, 1946. 


not been resolved. Unfilled orders for machine tools 
approximated $154.7 million at the beginning of 1947, 
as compared with $178.1 million a year ago. Price 
increases and decontrol were invoked during this 
interval, so that the contraction in the dollar volume 
of backlogs becomes even more significant. 

Usually a curtailment of retooling is an indication 
of declining industrial activity. This time, however, 
the huge surplus of government-owned machine tools 
overhanging the market is primarily responsible. The 
machine-tool surplus problem as of December 9, 1946, 
was described by the National Machine Tool Build- 
ers Association: There were 1,104,200 machine tools 
produced for government account during 1940-1945. 
Of these, 274,200 were shipped abroad and 870,000 
stayed in this country. Of the latter, about 250,000 
were purchased privately or rounded up as scrap. The 
government held 620,000, including 220,000 sold or to 
be sold to contractors under option. In round num- 
bers, this would leave about 400,000 to be disposed 
of. Of these, 91,340 were sold before November 1, 
1946, and about 15,000 soon thereafter. This leaves 
an apparent balance of 286,890 tools. 

Eventual transfer of about 60,000 units to the 
Army-Navy munitions board for stockpiling has 
been ordered by the government, although the ma- 
chine-tool industry believes that this set-aside is in- 
adequate for war-emergency tooling needs. A bill 
sponsored by the Armed Forces and the War Assets 


Chart 1: Machine Tool Shipments and Unfilled 
Orders 
Source: National Machine Tool Builders’ Association 
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Administration would set aside a minimum of 250,000 
surplus tools now in WAA stocks for a proposed 
defense reserve for a five-year period. If at the end 
of the period no need exists for the reserve, then the 
tools could be sold. 

Scarcity of copper threatens to prove a serious bot- 
tleneck in the electrical equipment industry and 
in building equipment and could easily bottleneck 
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The 1946 figures are less impressive when thus 
corrected, but, for.the year as a whole, retail volume 
was higher than in 1945. Total dollar volume in- 
creased 26% over the period, while average prices 
rose 10%. Thus, about 15% more goods was sold 
at retail in 1946 than in 1945. 


DURABLES AND NONDURABLES 


The greatest proportional gains were made by the 
durable components. Relative to 1945, durable goods 
gained 65% in dollar volume, while nondurables rose 
only 19%. Durables accounted for 20% of total retail 
sales in 1946, as against 15% in 1945. In 1939, the 


Table 1: Consumers’ Expenditures and Savings 
Source: Department of Commerce 
Billions of Dollars 


% of Disposable 
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nual rates: 1946 
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11917-18 omitted 
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ratio was 25%, and in 1941 it was 28%. Sales of dur- 
able goods have, moreover, been rising more rapidly 
than nondurable goods sales throughout the period 
under study. The January-December increase for the 
former was 85%, and for the latter 47%. 

The increasingly greater role of durable goods is 
more clearly seen when seasonal adjustments for the 
groups are made. On this basis, durable goods sales 
in the last quarter of 1946 were 34% higher than in 
the first quarter. The corresponding gain for non- 
durables was only 6%. When an additional correction 
is made for prices, it appears that the physical volume 
of nondurable goods sold in the last quarter of 1946 
was 13% lower than in the first quarter. Sales of dur- 
able goods, however, in terms of units, rose 17%.1 

While durable goods producers were encountering 
difficulties in getting output of civilian goods back to 
1941 levels, nondurable goods producers were able to 
feed a far larger comparative amount of goods to the 
market. Analyzing the trend of nondurable produc- 
tion, the Federal Reserve states: “Production of 
. . . nondurable products during most of 1946 ranged 
up to 60% larger than the volume of output avail- 
able for civilian use during most of 1945, while the 


1Total consumer expenditures for durable and nondurable goods 
as compared with disposable income is analyzed in some detail on 
p. 54. 


civilian population had increased less than 10% as a 
result of demobilization.” 


BUILDING UP INVENTORY 


All the increased production of nondurable goods 
was not sold to consumers in 1946. Much of it, as well 
as some durable goods production, was used to replen- 
ish depleted inventories. Total retail inventories in- 
creased sharply throughout the year, except for De- 
cember. When adjustment is made for price rises, 
inventories still show an increase in each succeeding 
month although total sales were relatively steady. The 
physical increase from December, 1945, to December, 
1946, was about 25%. In terms of dollar value, the 
jump was twice as much. 

The increase in dollar value from December, 1945, 
through December, 1946, was about 85% for durable 
goods and about 40% for nondurable goods. Were it 
possible to apply a suitable price corrective, these 
percentage gains would be considerably pared. Dur- 
able goods made up 28% of total retail inventories in 


Table 2: Sales and Inventories of Retail Stores 
Source: Department of Commerce 
Millions of Dollars 
Sales Inventories 

Bevod Adjusted Adjusted 
Actual for Price Actual for Price 

Changes? Changes! 
1945 January.......... 5,450 3,901 5,928 4,243 
February......... 5,129 3,674 6,166 4,417 
Marclin Says oe fea: 6,416 4,596 6,385 4,574 
Aprilvencrcccst citi 5,621 4,018 6,554 4,685 
Mary ctdee ak eats 6,154 4,365 6,654 4,719 
DUNG ea sete bs 6,304 4,436 6,547 4,607 
ALi hapten bbs Sn 5,985 4,203 6,363 4,468 
AU gst: Sai sa 6,320 4,444 6,653 4,679 
September........ 6,398 4,506 6,722 4,734 
October. .5........| 7,194 5,024 6,788 4,787 
November........ 7,181 5,050 6,826 4,800 
December......... 8,489 5,932 5,825 4,071 
1946 January.......... 6,695 4,679 5,974 4,175 
February......... 6,430 4,500 6,229 4,359 
Marchyy.<Shacete TA73 5,200 6,542 4,553 
EN yy Re nae 7,707 5,323 6,771 4,676 
Mavi dont Haw cists 7,926 5,440 6,982 4,792 
SUNG Mah Aed oe aoe 7,736 5,238 7,114 4,817 
July eee sae esOre 4,908 7,439 4,759 
ATIBUSt Sette 8,556 5,354 8,055 5,041 
September........ 8,199 4,990 8,487 5,166 
October........... 8,911 5,330 9,136 5,464 
November........ 9,086 5,298 9,562 5,576 
December......... 10,282 5,954 8,772 5,079 


1Adjusted by retail price index (1935-1939 =100) of the Department of Commerce 
as shown in Table 8. 


December, 1945; by the same month in 1946 they 
had risen to 33% of the total. Over the same period, 
the ratio to total sales increased from 16% to 20%. 


DEPARTMENT STORE SALES AND STOCKS 
Data available on department store operations 
make it possible to observe recent retail trends.t 


1Although department store sales constitute only about 10% of 
total retail sales, an evaluation of their experience is instructive. 
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Department store sales rose continually after 
midsummer, and in December were 212% above June. 
On a seasonally adjusted basis, however, the high 
point of the year was reached in August, and except 
for a rather sharp dip in October, sales did not fluc- 
tuate greatly through January, 1947. This is not sim- 
ilar to the trend exhibited by seasonally adjusted 
total retail sales, which picked up again after August, 
and is probably due to the smaller proportion of 
durable goods and foods sold by department stores. 
Both these groups had high year-end dollar totals, 
particularly foods after the end of price control and 
the rapid rise in prices which followed. 


Table 3: Retail Sales and Prices 
Source: Department of Commerce 
Index Numbers, 1935-1939=100 


Period Sales! Sales? Retail 

Prices® 

POLS TOANUATY cack hes cic vidoe sheen 193.3 140.1 139.7 
Hebrasry., 525 9. ss Rage 193.9 140.7 139.6 
Mi arch. ihren seperate al ate 196.4 142.7 139.6 
April. . 180.6 131.0 139.9 
LUE AES Ge Re ae ee 184.6 132.7 141.0 
ALCL en ihre i A oe Meas 189.6 134.9 142.1 
BTA RN, MEE eee 198.4 140.8 142.4 
August. . 196.2 139.7 142.2 
September 195.2 139.4 142.0 
Oetober ey heb ot soe 207.8 148.4 141.8 
INOVEIN DER Basi cic ose pas shee 220.1 156.5 142.2 
December ye sas =. d cee Seto 2 216.8 153 .6 143.1 
MVETA PCR aE «. Sahlee ne Bore 198.0 141.7 141.4 
AG I ATIMAD YS: shits op ctc ae. v7 voseicl aie tears 237.6 168.3 143.1 
BEDIUANY Sart '. (a3 elo deva 243.3 172.6 142.9 
IMAP GR hor. coi. kate cles 241.6 170.1 143.7 
April... 236.2 164.7 144.8 
Mavirne see cient) Ont eevee 936.9 163.8 145.2 
Die! Sek Seo Lek aha 238.7 162.6 147.7 
BLO is tes Cae See 247.5 158.2 156.3 
PRUPUBG 5 Sod as ck or ee OL ee 163.4 159.8 
September:. va i.5..to ts sce eeeDase 156.6 164.3 
October. 2p ete eect 260.3 156.0 167.2 
November 273.0 159.9 171.5 
December.2e 5 cpascie sion + bare 270.1 156. 4e LIZ 7 
BVETACC VGA eR: Oh arcs RAN 250.3 162.7 155.2 


1Adjusted for seasonal variation 

2A djusted for seasonal variation and price changes 
3A]] commodities 

eEstimated by Tur Conrerencre Boarp 


Department store stocks, which were low in the 
latter part of 1945, rose consistently (seasonally ad- 
justed) through 1946. By December, they were as 
high, in respect to the 1935-1939 average, as were 
sales. While the movement of sales during the last 
half of the year was relatively stable, stocks con- 
tinued to mount and to appreciably catch up with 
sales. 

NEW ORDERS AND STOCKS 


The pattern of this accumulation of inventory is 
revealed by the tabulation of stocks and outstanding 
orders of 296 department stores by the Federal Re- 
serve. From April through October, 1945, outstand- 
ing orders did not at any time exceed stocks on hand 
by more than about $150 million. The spread began 
to increase in November of that year, and from De- 


cember on through July, 1946, the differences ran 
to $300 million or more, except in April and May 
when the gap was still greater than $250 million. In 
August, 1946, however, the amount by which out- 
standing orders exceeded stocks was reduced to $200 
million, and by November the relationship had been 
reversed and stocks were about $230 million greater 
than outstanding orders. As delivery dates fall due, 
a decline, or at least a lowered rate of accumulation 
of inventory, may become apparent. This would tend 
to match the stabilized level of sales over the last 
few months. 

There is undoubtedly a seasonal factor operating 
in the declining rate of new orders, since inventory 
stocking must take place well in advance of the 
Christmas season. Still, the out-of-season pre-Christ- 
mas clearances of slow-moving or less desirable mer- 
chandise which were widespread in the fall of 1946 
suggest that a good proportion of the decline can be 
attributed to a certain amount of overstocking rela- 


Table 4: Distribution of Retail Sales and 
Inventories 
Source: Department of Commerce 


Durable Stores Nondurable Stores 


Period % of Sales 


% of Inven- 
aac heeoe “tories to to Total 


to Total Total 
Inventories 


1945 January.......... $ 86.3 71.6 
February......... , 86.4 tLe 
March. ; 86.4 70.0 
Aprlt eee Se 0 84.7 71.0 
Way. iuatea hat we 0 84.8 71.0 
JUNES en ate 9 84.7 yg lpel 
MALY? actennleskeee Hs | 84.6 7438 
August..!./ sce. 2 85.1 71.8 
September........ 3 85.2 70.7 
Octoberis2, cn. .0 6 84.0 71.5 
November........ che 83.8 12.3 
December......... 8 84.5 72.2 

1946 January.......... aA 83.5 71.5 
February.......:. 9 83.5 70.1 
March. . 8 83.0 69.2 
Aprilia: oA iy teres Pa 81.4 69.9 
Magy: Yacavuse®! i 79.7 69.9 
June. om eee hed 79.9 69.3 
July;c caters 2 79.0 68.8 
August fin castes 8 79.3 69.2 
September........ 6 79.0 68.4 
October... ...66..-. 1S 78.4 67.7 
November........ A 79.6 66.6 
December......... ak 80.0 66.9 


tive to sales. Unusually mild weather particularly 
affected sales of .women’s woolen apparel and furs. 
Accumulations of some items of this sort, since de- 
partment stores major in soft lines, naturally had a 
restraining influence on placing of new orders as 
executives began to worry about disposing of stocks 
already on hand. Greater selectivity by consumers 
and uncertainty about future business may also have 
played a part. 

The ratio of stocks to sales in October, 1946, was 
markedly higher than a year previously for all items, 
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almost without exception, a situation to be expected 
while low inventories were being rebuilt. Comparison 
with the prewar month of October, 1940, is more 
fruitful. On an over-all basis, the ratio of stocks to 
sales was almost the same for the 1940 and 1946 
months. However, when the record for each depart- 
ment is examined, it is apparent that stocks were 
heavy in some sectors and light in others. This is 
consistent with the general inventory picture during 
the last half of 1946. At this time inventories at all 
levels—manufacturing, wholesale and _ retail—were 


Table 5: Sales, Stocks and Outstanding Orders of 
296 Department Stores 
Source: Federal Reserve 
Millions of Dollars 


Stocks {Outstanding 
at End of | Orders at 


Period Total 


Sales Month End of 
Month 
ROME MANRATY oo...) ta de acu San 199 465 771 
Me bruaryn cue rca ees 5 #5 x. 198 500 817 
1 Et a ee 280 524 T7172 
INTL an A Sane? a al pe 209 566 725 
BEA Vere San) Wie fictive ge eile 231 592 671 
MEIN ie ores sicne Ss wie ahelauelet 235 596 695 
eer 2A x5 os. Hatha x ee 191 592 722 
LNTECUSU RNS Ee ates eee eS 213 626 670 
September. : in. 60.063 000. 243 621 652 
LEGCO ON ee ee 298 625 700 
PMOMENIDETS gos ohcs oc .n0e bale acd 334 602 779 
Mecent bers... .).55.dslacs pees 429 462 165 
MOSGROANUALY: cis.5 so ck.vs a boda ae' 224 491 896 
PG DMAAL Yay s 31). 2)d5.5 kia 3.6 239 533 979 
LEO bale ae ee 301 582 974 
“yal ss ae ee i ee 319 644 910 
Bee ae libs, cea ha ace ace Siete ns 304 674 934 
ECGS oo Sete oat ee 304 699 1,048 
UrlG.s See Se ae ee 244 735 1,073 
oo ee eae 303 806 1,012 
POLIUCIBUCE. Kid Ancien gchons.s 309 828 960 
PORE ey selec uk sisretcnen s 341 879 845 
PROV EMDEE 08 a,c arocboee us 404 919 691 
OSES ca A eS i SoA 527 776 558 


rising rapidly and stress was placed on this unbalanced 
nature. 

Although stock-sales ratios for shoes, underwear, 
hosiery, men’s suits and shirts, refrigerators, floor cov- 
erings, and certain other types of goods were still low 
in October, those for most other classes of merchan- 
dise—including furniture, lamps, housewares and 
jewelry, as well as women’s outerwear and many 
other nondurable goods—were as large or larger than 
in the prewar period, according to the Federal Re- 
serve. It should be noted that among the latter group 
were lines in which consumer resistance has been felt, 
and in some cases, price spreads have been high. They 
were also among the areas in which pre-Christmas 
clearances made their appearance. 


RATIO OF STOCKS TO SALES 


The stock-sales ratios were considerably lower by 
December as the sales tempo rose seasonally. The 
ratio declined from 2.8 to 1.6 over the period, and the 


decline was reflected in many departments. A few 
lines, nevertheless, increased their ratios. These were 
women’s coats and suits, drapes and upholstery, 
household goods, furniture and floor coverings, and 
piece goods. 

Despite the general drop in the ratio from October, 
the seasonally adjusted total stock index actually 
increased. 


Table 6: Ratio of Department Store Stocks to 
Sales 
Source: Federal Reserve 


j t s 
Departments eng bi vig 
Women’s and children’s apparel.... 2.4a : Be 
Coats, suits, and dresses (juniors) 2.3 at 1.3 
UN begets te tee tte eee oiee is 4.4 : 2.8 
Aprons and house dresses........ Sit ; 2.0 
Blouses and sportswear.......... 2.9 : 1.9 
Handbags ican ae tek tens as 3.2 : 2.2 
Girls; wears fhe ro te les 3.4 rick 2.4 
Negligees and robes............. 4.1 Ae 8.1 
Gloves sane etabam ee ace 4.8 8.1 3.9 
Coatsiand suits, e)./sles dacs, we ilir¢ 1.0 1.4 
Dresses). By O eds 2 rae, cafes ae 1.4 0.9 1,2 
Infante’ wearctno tas trhwak ees 2.4 2.1 2.6 
Hosiery: ccs soe oi aahacee oak 1.4 1.1 2.0 
Shoes ttn wiec wersaet oats aek 2.6 2.4 4.2 
Underwear. ooiad vos teiktacaocs 2.2 Beye 3.8 
Men’s and boys’ apparel.......... 2.9a 2.3a a 
Boys, clothing2).utise asc cg wee 3.6 2.8 3.6 
Men’s furnishings.............. 83.5 2.9 4.6 
Shoes and slippers.............. 8.3 3.8 6.1 
Men’s clothing................. 1.4 1.1 3.9 
Home: furnishings) y.\s4/2.ss0e 0 cierse' 3.0a 2.4a pros 
Lamps and shades.............. 4.0 3.2 3.0 
ELOUSe WALES?) iis o> sre neice de: Say 2.9 3.1 
Miirniturese 26 cc. ve se cintlc eset 3.5 2.4 3.0 
Draperies and curtains.......... 3.2 2.1 3.0 
Blankets and spreads........... 2.8 2.0 2.9 
Radios et \RANe oss Sayatetee ten tine 2.0 ee 2.2 
China and glassware............ 4.9 8.9 5.8 
Linens and towels.............. 3.8 er 4.6 
Appliances, excl. refrigerators... . 1.2 1.5 
Mloor/coverings ns... 7|sieiaealt so 2.2 3.3 
Domestics and sheetings......... 1.3 3.4 
Refrigerators. ...03.0.006.--0s.- 0.4 2.4 
Other departments............... 2 ron 
Movlebrarticless sh. nine ies. cies 4.5 3.4 
Jewelry and clocks.............. 4.3 4.1 
Books and stationery........... 4.0 4.0 
Sporting goods and cameras..... 4.9 6.1 
BilverwAFehinc.5. saaen aemng 3.4 4.3 
Piece goods msn a 8 fetes: 2.0 3.6 
MLOYS ONG. PANES ean sas; sow ces 4.5 9.8 
Total—all departments............ 2.9 
aTotal for departments not based on breakdown identical with that given in the 


table 


In an analysis of recent market trends, the Fed- 
eral Reserve comments on retail orders and inventor- 
ies, as follows: 


“At the sharply advanced price levels now prevailing, 
numerous businessmen, especially distributors of nondur- 
able goods and certain durable goods like jewelry and fur- 
niture, have reduced considerably their commitments for 
goods. Outstanding orders in most durable goods in- 
dustries appear to have been maintained in record 
volume. . . . Output of most goods for civilian use has 
been far in excess of prewar levels during the past sixteen 
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months. Excess inventories of goods have accumulated, 
and there are likely to be substantial further increases in 
supplies in coming months.” 


FACTORS IN RETAIL BEHAVIOR 


Underlying the course of retail trade is the behavior 
of the consumer and the resultant actions of mer- 
chants. Some of the factors which apparently deter- 
mined what these groups did during the year may 
be briefly summarized. Most significant, undoubted- 
ly, was the rise in the retail price level. The retail 
price index of the Department of Commerce rose 


Chart 2: Department Store Sales and Stocks 
Source: Federal Reserve 
Index Numbers, 1935-1939=100; Seasonally Adjusted 


& PRELIMINARY 


1945 1946 1947 


9.8% while the consumer price index of the Bureau 
of Labor Statistics gained 8.4% over 1945. 

General Robert E. Wood of Sears Roebuck & Com- 
pany dramatically pointed out how the price level 
has been advancing when he stated that a compari- 
son between his company’s 1939 and 1946 catalogs 
showed price jumps of from 61% to 126%. 

The failure to move more goods toward the latter 

half of the year is probably linked not only to volun- 
tary consumer resistance, but also to what actually 
could be done with current income, which expanded 
less than prices. 
* The ability to consume more goods at higher prices 
than in 1945 seems to have been accomplished chiefly 
through a lower rate of savings. Retail sales increased 
about $20.1 billion over 1945. Disposable income in- 
creased only $6.4 billion. 


MERCHANTS’ AND CONSUMERS’ MOTIVES 


Fears of scarcities in the later winter of 1946 may 
have stimulated some of the heavy buying which took 
place then. This was also the period in which many 
men were still being discharged from the Armed 
Forces. In the nature of the case, much of the buy- 
ing done by veterans was nonrepetitive while ward- 
robes were being restocked. This also holds true for 


home furnishings and other long-deferred consumer 
expenditures of a nonrecurrent type. In addition, the 
anticipated or actual reappearance of branded mer- 
chandise may have retarded the purchase of non- 
brand items in recent months. 

These consumer tendencies induced merchants to 
run out-of-season clearances on inferior merchandise 
or seasonal overstocks. Special promotions not seen 
for many years are now being reported. Nylons have 
been offered as loss leaders, and the old “Dollar Day” 
has again made its bow. 

Concern about the size of stocks and their unbal- 
anced nature in the face of leveling sales has made 
merchants cautious in making future commitments. 
The day of waiting for allotments has passed and 
cancellations are becoming more usual. These con- 
siderations, as well as the feeling that more goods are 
available, have shortened commitments. Indications 
of still higher prices on some spring lines are also a 
deterrent. 


RETAILING POPULATION 


An important development in 1946 retailing was 
the rise in the number of enterprises in existence. The 
number of operating retail businesses declined about 
300,000 through 1943 from the 1941 high point. Data 
available for June, 1946, show that almost all of this 
loss was regained through increased openings in 1945- 
1946. In relation to the pattern of outlets in 1941, 
expansion was heaviest in durable goods stores— 
automotive parts and accessories, appliances and ra- 
dios, home furnishings, motor vehicles, and lumber 
and building materials. Only liquor, in the nondur- 
able group, showed an advance over 1941. Food, gen- 
eral merchandise, filling stations and shoe stores de- 
clined in importance. Some of the present leaders had 
dropped most during the war, although this was not 
true of liquor, home furnishings and hardware. The 
relative stability of new retail firms is indicated by 
the fact that while retail entry rates were fifth among 
major industry groups in the first six months of 1946, 
retailing, ranked eighth and last in discontinuance 
rates. 

Within the retail group itself, entry rates were 
highest for durable goods stores, while, except for 
appliances, food retailers showed the highest rate of 
withdrawals.* 

The increase in the number of stores, which tends 
to enhance competition, as well as the usually greater 
instability of new enterprises, has raised the number 
of closings. Dun and Bradstreet’s commercial failure 
statistics (which measure only court procedures or 
voluntary actions involving losses to creditors) dis- 
close that the number of retail failures has speeded 
up through 1946. Its survey reported about twenty- 

1For further details see Survey of Current Business, “The Postwar 


Business Population,” January, 1947, p. 9 and CoNnFERENCE 
Boarp’s Road Maps of Industry, No. 583, February 28, 1947. 
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five during midsummer and thirty-six in December. 
This squares with the Department of Commerce’s 
assertion that, in business as a whole, the rate of new 
incorporations decreased during the last half of the 
year while commercial failures and corporate dissolu- 
tions rose. 

In commenting on these recent trends in the num- 
ber of operating enterprises in the postwar economy, 
the Department of Commerce says: 


“The financial position of the new-born concerns as 


well as the ability of many of the new entrepreneurs have 
been tested only in the balmy environment of the past 
two years. Likewise, there is no reason for believing that 
the demand for new firms—in every specific line such as 
radio stores, filling stations, or in the manufacture of toys 
or textiles—has been balanced exactly or even approxi- 
mately by the supply. That the supply may have ex- 
ceeded demand in at least some fields and has fallen sub- 
stantially short of supply in some others is an obvious 
possibility... .”* 


1Survey of Current Business, op. cit. 


IV. Buying with Borrowed Funds 


ONSUMER credit became an increasingly, impor- 
tant factor in support of retail trade and con-: 
sumption during the Twenties. By the end of 1929, 
the volume of this type of loan outstanding had 
reached $7.6 billion, or an amount somewhat greater 
than 914% of the disposable income of individuals. 
The figure had declined to $3.9 billion by the end of 
1933, but was still not far from 9% of the disposable 
income. A rapid rise ensued, however, and by the 
end of 1941, credit outstanding amounted to $9.9 
billion, a new record. This latter figure is equivalent 
to more than 11% of the disposable income for that 
year. 
Shortages of consumer durable goods during the 
war, together with restrictions imposed by govern- 
ment, brought a decline to $5.3 billion by the end of 


Chart 3: Consumer Credit Outstanding 


Source: Federal Reserve 
Billions of Dollars 
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1943. The prewar upward trend, however, was re- 
sumed during 1944, and by the end of 1945 credit 
outstanding stood at $6.7 billion, the equivalent, how- 
ever, of only 4.8% of the disposable income of that 
year. 


Chart 4: Consumer Instalment Loans Outstand- 
ing, by Principal Lender! 
Source: Federal Reserve 
Millions of Dollars; End of Year 
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OTHER MERCHANDISEX 


1FHA insured repair and modernization loans and loans by miscellaneous lenders 
not included. 

The increase continued through 1946. By the end 
of that year credit outstanding totaled approximately 
$10 billion, an all-time high. This amount, however, 
was less than 7% of disposable income. If the season- 
ally adjusted annual rate of disposable income for 
that last quarter of 1946 is employed, the ratio of 
consumer credit outstanding at the end of the year 
is about 614%. 

The amount of consumer credit outstanding is gen- 
erally expected to continue to rise. The major in- 
crease will be concentrated in instalment credit, par- 
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ticularly instalment sale credit as automobiles and 
other durables still in short supply enter the market 
in quantity. At the close of the peak year 1941, in- 
stalment sale credit comprised 37.8% of the total 
amount of consumer credit outstanding; this com- 
pares with only 16% at the close of 1946. Automobile 
instalment sale credit was down to 5.5% of the total 
at the end of last year, compared to 19.6% at the 
end of 1941.1 (See Table 8.) 

During 1945, charge account and instalment sales 
comprised 19% and 3%, respectively, of total retail 
sales, compared with 22% and 12% during 1941. 
Comparable data for 1946 are not available at this 
time.?- However, instalment credit and charge ac- 
counts outstanding show larger percentage increases 
during the year than does retail sales. Instalment 
sales at department stores were 84% higher in Decem- 
ber, 1946, than in December of the preceding year, 
and charge account sales were 44% higher. 


INSTALMENT CREDIT 


Instalment sale credit outstanding at the close of 
1946 at all types of retail stores was well above the 
levels of the preceding year. However, excepting 
jewelry stores, these amounts were still far below the 
1941 peak. Instalment sale credit outstanding at 
household appliance stores declined 96% between 
1941 and 1944 and was, at the close of 1946, only 
9.6% of the 1941 total. Furthermore, the end-of-year 
amount for 1946 comprised only 2.9% of the aggre- 
gate instalment sale credit (excluding automobile) 
—as compared with 17.4% for 1941. Jewelry instal- 


Table 7: Consumer Credit Outstanding, Consumer 
Disposable Income, and Consumer Expenditures 
Sources: Federal Reserve; Department of Commerce 
Percentage Change 


Item 


Consumer credit outstanding 
Sakend or period) sacs. Gon oo. 
Consumer disposable income. 
Consumer expenditures. ..... 


aSeasonally adjusted annual rates, third quarter, 1945, fourth quarter, 1946 


ment sale credit, on the other hand, recovered rapidly, © 


and accounted for 12.2% of the 1946 aggregate. The 
amounts outstanding at furniture stores, department 
stores and mail-order houses were, at the end of last 
year, below 1941 totals. Instalment sale credit out- 
standing (excluding automobile) at retail stores is 
shown in Table 9. 

The major development in the sphere of consumer 
eredit during the past year or two has been the vigor 


1A seasonal drop of $174 million in the amount outstanding occurred 
during January, owing to declines in charge accounts and instalment 
e credit, other than automobile. 
a ae Federal Reserve retail credit survey for 1946 will be ready 
in May. ~ - 


with which commercial banks have been cultivating 
the field. Small-loan companies, industrial banks, in- 
dustrial loan companies, and credit unions are, how- 
ever, also striving for a larger share of consumer 
credit. Commercial banks now hold the major por- 
tion of the outstanding consumer instalment loans. 
The volume held by commercial banks at the close 
of 1946 was greater than at any previous time, and 
more than double the amount held at the end of the 
previous year. (See Chart 4.) 


REGULATION OF CREDIT 


Consumer credit restrictions effective during the 
war have been partly removed so that regulation is 
now confined to instalment credit. The revision of 
Regulation W, which became effective on December 
1, 1946, eliminated charge accounts and single-pay- 
ment loans, and reduced from thirty-six to twelve the 
number of consumer durable categories to which in- 
stalment sale provisions apply. Currently included 
are automobiles, major household appliances, radios, 
phonographs, sewing machines, household furniture, 


Table 8: Consumer Credit, by Major Parts 
Source: Federal Reserve 
Percentage Outstanding; End of Year 


Item 1941 

Total instalment créditqe. eee ete one ce 59.8 
Total;sales credit! (EA epen ee ee & aaule oee 37.8 
Automobiles if jee aoe eee ae 19.6 
Others 4b: i520 Meg een O Raters Leet 18.2 
Tristalnrent loans!oc. sek codtacea eases ime 22.0 
Single payment loans’...................... 16.2 
Chargeiaccountsaungie oe oF 4 a eden tases 17.8 
Service Credit.se wea te ote Sk Prete 6.2 


1Includes repair and modernization loans 

2Noninstalment consumer loans (single-payment loans of commercial banks and 
pawnbrokers) 

pPreliminary 
and soft-surfaced floor coverings. Articles costing less 
than $50 are exempted. The maximum maturity for 
both instalment sales and loans is uniformly fixed at 
fifteen months. The down payment remains one third 
for the listed articles (furniture and floor coverings, 
20%). All instalment loans of $2,000 or less continue 
to be subject to the regulations. 

The executive order authorizing and directing the 
regulation of consumer credit was not nullified by the - 
President’s declaration of last December which ter- 
minated the period of hostilities. The authority was 
invoked in 1941 under the 1917 Trading with the 
Enemy Act, as amended, and the national emergency 
declared on May 27, 1941. No specific time limit 
exists, but either the President or Congress can take 
action to end the emergency. 

The issue of permanent regulation of consumer 
credit has been placed before Congress by the Board 
of Governors of the Federal Reserve System. In its 
annual report for 1945, the board recommended that 
Congress authorize the permanent continuation of 
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consumer credit control. It was then asserted that 
the expansion and contraction of consumer credit 
have accentuated the swings of the business cycle, 
and government control, by the tightening and easing 
of credit terms, would go far toward mitigating these 
influences.1 The Reserve Board believes that perma- 
nent regulation of consumer credit should essentially 
be similar to the current provisions of Regulation W. 
The revisions of the past December were carried 
through with this in mind.” 

The action, if any, to be taken by the present ses- 


Table 9: Consumer Instalment Sale Credit 
Outstanding,! by Type of Retail Store 
Source: Federal Reserve 
End of Year Totals; in Millions of Dollars 


Type of Store 
Department and mail order. . 


1Excluding automobile credit 


pPreliminary 


sion of Congress remains to be seen. The Federal Re- 
serve has indicated that revisions of Regulation W 
will be conditioned by changes in the supply of con- 


1Board of Governors of the Federal Reserve System, “Thirty- 
Second Annual Report,” 1945, pp. 24-25. 
2Federal Reserve Bulletin, December, 1946, p. 1345. 


Business 


OMMODITY prices swung upward during the 

past month, a movement contrary to views gen- 

erally held that prices were in the process of stabiliz- 
ing. 

‘Prices of farm products shot up immediately after 
decontrol. After a temporary decline, prices started 
climbing again near the end of January and within 
less than a month were nearly eight points above the 
postdecontrol low, according to the weekly whole- 
sale price index of the Bureau of Labor Statistics 
(1926—100). Wheat, for example, which was $2.09'a 
bushel on January 25, had climbed to $2.32 by Feb- 
ruary 26. By March 3, the price had jumped 22 cents 
to $2.54. Hogs, which were $24.00 on January 25, by 
the end of February were close to $30.00 a hundred- 
weight—an increase of 25% in little more than a 
month. 

Prices of industrial raw materials are also rising. 
Cotton, at 34 cents a pound, is within 4.8 cents of 
the peak of 38.9 cents reached last October. Cotton 
prices dropped as low as 28 cents a pound last No- 
vember. Increases have also occurred in the prices 


sumer durables and the demand for them. Propon- 
ents of permanent consumer credit control point to 
the “strategic” position held by consumer credit in 
the business cycle. By them it is believed that the 
regulation of instalment credit could, in particular, 
put a brake under an undue expansion of consumer 
demand during inflationary periods. The President’s 
“Economic Report” states that “undue extension of 
deficit financing on the part of millions of American 
families can gravely hurt our business system and 
lead in the end to deficit financing by the government. 
In the long run, consumers must rely on current in- 
comes for purchasing power.”! Others view the regu- 
lation of consumer credit as discriminating against 
those who cannot afford the high monthly charges 
and down payments’ now required. The Consumer 
Credit Committee of the American Bankers Associa- 
tion, calling for the abolition of Regulation W, points 
to this discrimination, as well as to the fact that the 
regulation was intended purely as a war emergency 
measure.” 


FrepERICK W. JONES 
Anita R. Koprison 
Lawrence MaAyEr 
Bernarp Moss 


Division of Business Economics 


1“The Economie Report of the President,” January, 1947, p. 13. 
*Banking, January, 1947, p. 35. 


Highlights 


of steel scrap, copper, tin and many other raw mate- 
rials. 

The stock market has reacted unfavorably to these 
higher prices. Stock prices for the week ended Feb- 
ruary 11, 1947, at 131.3, were nearly fourteen points 
above the low point of last October, according to 
Standard & Poor’s weekly index of closing stock 
prices (1935-1939=100). But when commodity prices 
started upward the stock market weakened, and by 
February 26 the index had lost 6.2 points, a drop of 


4.1%p. 
STEEL DEMAND INTENSE 


Industrial production continues to forge ahead to 
new postwar highs. Steel production recently reached 
94.47% of capacity, or 1,652,000 tons weekly, the high- 
est since July, 1945. Ingot production was largely 
unaffected by the diversion of natural gas for house- 
hold needs during the recent cold period. Natural 
gas is used primarily in finishing and rod mills. 

The demand for steel continues to rise. The need 
for sheet and strip is particularly great. Foundries 
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producing building equipment are clamoring for mer- 
chant iron; so is every other casting manufacturer. 
The steel industry has never before faced a situation 
where all durable goods producers using steel are all 
striving to reach peak production at the same time. 
In 1929, for example, demand for steel by refrigerator, 
washing-machine and appliance manufacturers was 
strong but demand for steel in the building industry 
had begun contracting in 1926. Production of domes- 
tic heating illustrates the need for more steel today. 
Production was 75% higher by 1946 than in 1939, 
when 2.4 million stoves were made. 

Oil burner manufacture offers another example why 
steel demand is intense. Factory shipments of oil 
burners totaled 579,000 units during 1946. At the 
end of the year new orders received, less cancellations, 
totaled 1.3 million units, or more than a year’s pro- 
duction at the December, 1946, rate. 


AUTO OUTPUT UP 


Weekly output of passenger cars and trucks in this 
country and in Canada has topped the 100,000 mark 
for the first time since 1941. Automobile output 
should make new gains in coming weeks, now that 
work is resumed at plants of the L. A. Young Spring 
and Wire Company. This company is an important 
producer of seat-cushion wire for passenger cars. Lack 
of these springs had tied up assemblies, forcing some 
automobile companies to curtail operations. 

High farm incomes accompanying peak agricultural 
output in 1946 is reflected in the demand for farm 
equipment. The farm machinery industry chalked 
up a new peak in output of $721 million, an 8.6% 
gain over 1945. This represents an actual increase 
in physical volume because price advances were 
eliminated in-the year-to-year comparisons. Output 
would have been even greater if long and costly 
strikes had not tied up two producers. 

Farm net income in the current year is expected 
to drop about 15%.1 The Department of Agriculture 
makes this prediction on another record year for 
crops and livestock marketings but with foreign de- 
mand off. Farm prices, it says, will average 10% 
below the level of October 15, 1946. Even if a 15% 
drop occurs, however, it would only reduce net in- 
comes to $11.7 billion. This return would be $2 billion 
less than in 1946 but is triple that obtained in the 
1935-1939 period. 

Farmers spent 8.8% of net cash farm income for 
farm machinery in the 1925-1940 period. At this rate, 
sales of machinery and equipment in 1947 would top 
$1 billion. The farm machinery and equipment indus- 
try therefore expects another good year, unless farm 
incomes shrink more drastically than is currently 
foreseeable. 

The problems of the machine-tool industry have 


The Agricultural Situation, annual outlook issue, November, 1946. 
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not been resolved. Unfilled orders for machine tools 
approximated $154.7 million at the beginning of 1947, 
as compared with $178.1 million a year ago. Price 
increases and decontrol were invoked during this 
interval, so that the contraction in the dollar volume 
of backlogs becomes even more significant. 

Usually a curtailment of retooling is an indication 
of declining industrial activity. This time, however, 
the huge surplus of government-owned machine tools 
overhanging the market is primarily responsible. The 
machine-tool surplus problem as of December 9, 1946, 
was described by the National Machine Tool Build- 
ers Association: There were 1,104,200 machine tools 
produced for government account during 1940-1945. 
Of these, 274,200 were shipped abroad and 870,000 
stayed: in this country. Of the latter, about 250,000 
were purchased privately or rounded up as scrap. The 
government held 620,000, including 220,000 sold or to 
be sold to contractors under option. In round num- 
bers, this would leave about 400,000 to be disposed 
of. Of these, 91,340 were sold before November 1, 
1946, and about 15,000 soon thereafter. This leaves 
an apparent balance of 286,890 tools. 

Eventual transfer of about 60,000 units to th 
Army-Navy munitions board for stockpiling has 
been ordered by the government, although the ma- 
chine-tool industry believes that this set-aside is in- 
adequate for war-emergency tooling needs. A bill 
sponsored by the Armed Forces and the War Assets 


Chart 1: Machine Tool Shipments and Unfilled 
Orders 
Source: National Machine Tool Builders’ Association 
January, 1945=100 


Administration would set aside a minimum of 250,000 
surplus tools now in WAA stocks for a proposed 
defense reserve for a five-year period. If at the end 
of the period no need exists for the reserve, then the 
tools could be sold. 

Scarcity of copper threatens to prove a serious bot~- 
tleneck in the electrical equipment industry and 
in building equipment and could easily bottleneck 
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IV. Construction and the Business Cycle 


VIDENCE from the past lends support to the gen- 

erally expected increase in construction activity. 
In the two major upswings shown in Chart 2, the index 
of construction contracts awarded led the index of 
physical volume. In the first upswing, roughly from 
1914 to 1929, the lead in construction contracts 
awarded is quite evident. Actually during the period 
1914-1921, the index of physical volume shows only 
seasonal ups and downs, while contracts awarded 
exhibit an upward movement. This apparent dis- 
parity is most likely owing to the fact that the orig- 
inal data in the contracts awarded index are unad- 
justed for price changes, while the other index is ad- 
justed for cost changes. 

From 1921 to 1929, however, the indexes rose to- 
gether. The dollar value of contracts awarded and 
the physical volume of building paralleled one an- 
other, with contracts awarded maintaining a lead 
until the collapse. 


NO LAG IN DOWNTURN 


In the second major upswing, starting around 1935, 
contracts awarded again led construction volume, at 
least, in the early stages of the upswing. Starting in 
1940, contracts awarded no longer lead; the timing of 
the ups and downs of the two indexes is almost iden- 
tical until the sharp contraction in 1942. The urgent 
need for buildings during the war evidently shortened 
the spread between the contract award and actual 
construction. 

On the downturn of the two series, no regular lead 
or lag is observable. On the first downturn, the drop 
in contracts awarded preceded the drop in construc- 
tion activity. Awards turned down in the middle of 
1928, while construction activity did not turn down 
definitely until the middle of 1930. 

The second downturn, which took place in 1942, 
showed construction activity turning down before 
contracts awarded—exactly opposite to the sequence 
of events in the first downturn. The downturn of the 
two series did not occur very widely apart in time 
since construction activity turned down in June, while 
awards dropped in August. 

The construction cycle, with its long up-and-down 
sweeps, runs its course without apparent connection 
with the ups and downs of the general business cycle. 
For example, in the long upward sweep of construc- 
tion from 1915 to 1929, four and a half general busi- 
ness cycles are observable—five expansions and four 
contractions. 

The periods of general business contraction evi- 


dently did not have much influence upon the course 
of construction activity. 

The downturn in contract awards in mid-1928 came 
before the downturn in general business activity, 
while the downturn in physical volume came after 
the downturn of general business. 

In the contraction of 1929-1933, construction activ- 
ity declined sharply along with other economic 
activity. The contraction evidently was severe 
enough to bring down construction activity along 
with it. 

After the trough of 1933, the contraction of 1937- 
38 had only a slight depressing effect upon construc- 
tion activity. If a downturn actually occurs in gen- 
eral business activity in 1947, as many have expected, 
this past relationship of business eycles and build- 
ing cycles would suggest that building activity, if 
rising at that time, will continue on its way upward, 
only slightly influenced by the downturn in general 
business. 

Fluctuations in the rate of mortgage interest do 
not appear to have had much influence upon the vol- 
ume of construction during the years here under 
study. During the Twenties when the interest rate 
was stable, construction activity rose sharply. In 
1932 and 1933 the interest rate on mortgages was 
falling, but construction did not recover until late 
1935. From then until 1942 the rate on mortgages 
fell steadily while construction activity rose, but since 
most of the construction from 1940 to 1942 was owing 
to the war it is not likely that the decline in the in- 
terest rate was the causative factor. 

The failure of fluctuations in the interest rate to 
influence the volume of construction may well be 
owing to the small part interest constituted of the 
cost of building. One investigator gives the following 
example: “A drop of interest of 20%, from 5% to 
4%, would cause a fall in carrying charges [of a $6,000 
house] of only 7%; whereas a fall in building costs of 
20% would reduce carrying charges by nearly 15%,” 
This would be the case without any allowance for 
maintenance or replacement and without any consid- 
eration of the costs of heating and lighting. 


Frank Gaston 

Ricuarp H. Gorsen, Jr. 

Suiriey S, Horrman 

Frances J. Mris 
Division of Business Economics 


1Clarence D. Long, Jr., “Building Cycles and the Theory of Invest- 
ment,” Princeton University Press, Princeton, New Jersey, 1940, 
p. 27. 
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Consumers’ Prices Reach 26 Year Peak 


ODERATE-INCOME families in the United 

States were paying more for basic necessities in 
mid-December than at any other time since June, 
1920. Tur ConFrEeRENCE Boarn’s quarterly survey in- 
cludes retail prices of consumers’ goods and services 
purchased in sixty-six industrial cities. The weighted 
average of all items climbed to 122.9 (1923=100), 
topping the September level by 7.1% and the index 
for December, 1945, by 14.8%. 

The purchasing value of the 1923 dollar, or the 
reciprocal of the consumers’ price index, fell to 81.4 
cents in December, a drop of 6.7% over the previous 
quarter and of 12.8% from its level a year earlier. 

Variations in the procedures of the United States 
Bureau of Labor Statistics and Tout CoNrerRENCE 
Boarp in compiling their indexes have sometimes re- 
sulted in differing percentage changes over certain 
periods. Percentage changes reported by each organ- 
ization once again approximate each other. The June- 
September change in the over-all index reported by 
the Board was 5.9% as compared with a rise of 9.5% 
shown by the Bureau of Labor Statistics; the Sep- 
tember-December changes were 7.1% and 5.1%, 
respectively. The June-December comparison, a com- 
bination of these two sets of figures, reveals, however, 
relatively similar results, a rise of 13.6% according 
to the Board’s compilations and of 15.0% according 
to those of the Bureau. 


RISE IN RETAIL PRICES 


The last quarter of 1946 was the most eventful 
period since the war’s ending in terms of the retail 
price structure, marking as it did meat decontrol on 
October 15, the virtual ending of wartime price ceil- 
ings on food and beverages on October 23, and the 
decontrol of all items except rentals, sugar and rice 
on November 9. 

The effect of the removal of OPA controls on price 
movements was demonstrated most strikingly by the 
behavior of the food index. The sharpest price ad- 
vances of several years occurred within this category, 
significant rises being the rule in all major food 
groupings, particularly meats and grain and dairy 
products. Almost every source quoted higher prices 
for every variety of meat included in the survey. The 
cost of canned and dried fruits, coffee, and sugar con- 


1See The Conference Board Management Record for October. 


tinued to rise, contributing to the over-all increase of 
13.8% in the food index. 

The housing index remained at its former level, 
despite the fact that, for the first time in five years, 
increased rentals were reported by a number of real- 
tors. 

An upturn of 6.2% was observed in the clothing 
index, mainly attributable to rising prices of leather 
footwear, and of men’s coats, suits, hosiery, and un- 
derwear. Men’s wear has risen 16.3% since Decem- 
ber, 1945, as compared with a jump of 5.8% for 
women’s wear over the same period. 

Prices of heavy furniture and of electrical appli- 
ances, which have made their appearance in the 
greatest volume for the postwar period to date, con- 
tinued to rise, as did textile furnishings and miscel- 
laneous items in the housefurnishings component. 
Widespread price rises of sundry items, such as to- 
bacco products, toilet and laundry soaps, drugs, and 
gasoline accounted for the rise of 4.2% in the sun- 
dries component. 

Combined price fluctuations of solid-fuel and fuel- 
oil prices and of gas and electricity rates resulted in 
a 0.5% increase in the fuel and light index. 

Percentage changes for Bellefonte, Pennsylvania, 
(September, 1946=100) appear for the first time in 
the February issue of The Conference Board Manage- 
ment Record. 

Each of the sixty-six industrial cities surveyed in 
December by Tue Conrerence Boarp reported over- 
all price rises since September, with only one (New 
Haven) reporting an increase smaller than 5% 
(4.2%). Highest on the list are Parkersburg, West 
Virginia (12.2%); Green Bay, Wisconsin (10.2%); 
Louisville, Kentucky (9.8%); and Richmond, Vir- 
ginia (9.7%). 

The median year-to-year rise was 15.0%, with 
prices increasing as much as 19.6% in Louisville and 
no city reporting increases lower than 12.0%. In more 
than half the cities surveyed, price increases of 7.0% 
or more took place since September and of more than 
15.0% since December a year ago. Annual changes 
were not available for Bellefonte, Pennsylvania; In- 
ternational Falls, Minnesota; and Meadville, Pennsyl- 
vania. 


Fiorence §. GE&IGER 
Statistical Division 


Selected Business Indicators 


(Annual statistics appear in ‘The Economic Almanac 1946-47,” page 108) 


1947 1946 | Percentage Change 
Item December, January, 12 Months, 
January December | November October January 1946 to 1946 to 1945 to 
January, January, 12 Months, 
1947 1947 1946 


Industrial Production 


Total\(ERB) (S). sii. 0 ieee cle oe 300 1935-39 =100 || p 188 | r 181 182 181 160 +3.9 417.5 -16.3 
Manufacturing (FRB) (S)........ 1935-89=100 |p 196 ]r 190 191 188 163 +3.2] 420.2 17.4 
Durable goods (FRB) (S)...... .|] 1935-89=100 || p 220 |r 210 213 Q14 166 +4.8 +32.5 -29.9 
SEAL 3.00. as sens bee os 000 net tons |p 7,234|r 5,760 |r 6,457 | r 6,950 3,872 || +25.6] +86.8 -16.5 
PEE A TS 6d host ot peas Fee 000 net tons 5,071 3,992 4,435 4,815 2,645 | +27.0| +91.7 ~16.0 
Copper (refined): 2. jdsiiackiess + net tons 80,144 17,578 75,066 77,947 69,008 +3.3 +16.1 —28 .4 
Test refined) is ss owiacisccieo +0 net tons 44,422 |r 40,448 40,041 43,062 51,054 4+9.8 -13.0 -21.1 
PATICMNGLAD) O45) ciate Wiaketolua eye el ots net tons 72,332 |r 70,176 | r 66,873 64,138 65,901 +3.1 +9.8 -5.0 
Glass containers.............. 000 gross n.d. 9,344 9,610 10,533 8,603 -2.8b +8.6¢ +9.9 
A ES ars million bd. ft. n.d. 2,301 2,517 2,921 1,638 -8.6b| +40.5cl +8.4 
Machine toolst............+-. 000 dollars 26,542 | 27,587 | 26,176 | 29,140] 30,263 -3.8 -12.8 -20.1 
Machinery (FRB)..........-. 1935-39=100 |p 275 |r 275 aml 270 Q17 0 +26.7 -30.0 
Transportation equip. (FRB). .|| 1935-89 = 100 Q31 |r 235 235 237 220 21:7 +5.0 -52.5 
Automobiles. > 5.5 s.jt' oes ees units 952,100 262,076 261,007 285,562 58,575 -3.8 +330.4 Sh 
Nondurable goods (FRB) (8)... .|| 1935-39 = 100 177 |r 178 172 167 161 +2.3 +9.9 -1.2 
Gotton®. i veces ce hs Fae ees 947,036 | 774,177] 877,461 | 931,229] 811,218) +923] +16.7 47.5 
PR enCa Aart ass cho: co, afoinig sihayete, pes ef n.d. 58.6 |r 62.6 |r 70.7 48.3 -6.4b} +421.3c¢ +15.4 
RAO ORUMALI © ea sc/e'o oid eemiors sie, « n.d. 55.9 58.0 59.6 50.7 -3.6b +10.3¢ +10.6 
Food prod., mfd. (FRB) (S). ...|| 1935-89=100 |p 165 |r —-162 156 145 154 +1.9 +7.1 =0,5 
Chemicals (FRB) (S)......... 1935-39 =100 || p 251 |r QAT 243 937 234 +1.6 +7.3 -16.9 
Newsprint, North American. ..|| short tons 470,841 | 430,420] 459,982 | 476,265} 427,019 49.4 410.3 492 3 
MPARIOT I.) chate's slolduaye\ stots hlo' a" + 0's! % of capacity 102.1 97.0 105.5 106.4 94.7 +5.3 +7.8 +12.7 
RATSET ID OBIS fi Shed oyoyaye sete oie 9isysis % of capacity 99 92 99 100 90 +7.6 +10.0 +3.2 
Boots and shoes®.............. thous. of pairs n.a. |p 39,066 |r 40,752 47,469 34,649) 4.105 £12.7%¢ +8.8 
Cigarettes (Cert | WOE ae ae millions 28,451 22,695 27,696 32,778 25,226 +25.4 +12.8 +20.1 
Mining (FRB) (S).............-- 1935-39=100 |p 145 136 136 145 141 +6.6 42.8 -2.2 
Bituminous coal.,............ 000 net tons |p 58,860 42,320 37,420 57,125 54,075 +39.1 +8.8 -8.5 
PRSPEEATECIEG, edie. chs" 6,04 9 <.s1¢\ 10 Fi 000 net tons |p 5,157 5,080 4,990 5,409 4,982 +1.5 43.5 +10.5 
Crude petroleum‘............. 000 barrels n.a. |e 4,720 4,822 4,785 4,468: —2.1b +5.6¢ ae 3 
Electric power’. ........0.seeeeees million kwh 4,797 4,712 4,649 4,547 4,054 41.8] 418.3 0.2 
Construction®............00+e++00+ 000 dollars 571,628 | 457,278 | 503,745 | 573,206 | 357,501 || +25.0|] +59.9] +197.0 
Heavy engineering—Public’........|) 000 dollars 30,211 26,637 35,274 39,203 22,163 +13.4 +36.3 +80.0 
Heavy engineering—Private’....... 000 dollars 55,983 61,577 83,682 58,488 47,493 -9.1 +17.9 | +174.9 
Distribution and Trade 
Carloadings, total*............... thousand cars 812.4 757.2 834.0 920.9 726.6 +11.8 +7.3 -1.3 
Carloadings, miscellaneous™*........|} thousand cars 361.7 353.8 392.6 401.5 316.4 42.2 +14.3 2.8 
Retail trade (NICB) (S)........... 1935-39=100 || p 276.4 275.0 269.6 244.3 220.5 +0.5 425.4 +29.4 
Department store sales (S)......... 1935-39=100 || p 265 274 272 257 207 -3.3 +16.7 +27.5 
Variety store sales (S)...........-. 1935-89=100 |] p 196.2 206.7 203 . 4 199.3 177.3 -5.1 +10.7 +15.3 
Rural retail trade (S)..............|| 1929-81=100 || p 315.0 229.4 289.7 265.6 274.2 +37.3 +14.9 +43 .3 
Grocery chain store sales (S)®....... 1935-39=100 || p 300.7 297.0 283.1 245.8 222.9 +1.2 +34.9 +31.8 
Magazine advertising linage........|| thous. of lines 3,952 3,783 5,218 5,420 4,139 +4.5 4.5 +11.7 
Commodity Prices 
All commodities (BLS)®........... 1926 =100 p 141.5 |p 140.9 139.7 134.1 107.1 +0.4 +32.1 +14.2 
Raw materials.................. 1926 =100 p 152.1 |p 153.2 153.4 148.7 118.3 -0.7 +28.6 +15.1 
Semi-manufactured articles....... 1926 =100 p 1388.8 |p 136.2 129.1 118.2 97.6 +1.9 +42 .2 +15.4 
Manufactured products®......... 1926 = 100. p 1386.7 |p 135.7 184.7 129.6 102.9 +0.7 +82.8 +13.8 
PRPIPOUUEES. 0. a5 cc siclcie cs aslo ss 1926 =100 p 165.0|p 168.1 169.8 165.3 129.9 -1.8 +27.0 +15.8 
HTM MME ciao ois Sictol lee Gites oe 1926 =100 p 156.2 |p 160.1 165.4 157.9 107.3 2.4 +45 .6 +22.7 
Sensitive industrial (NICB)®........ 1929=100 146.4 145.9 134.5 119.5 95.4 +0.3 +53.5 +15.4 
Sensitive farm (NICB)®............ 1929=100 174.6 176.9 L7a.0 182.5 132.7 -1.3 +31.6 +23 .3 
PRQUMIIDTICES ca firisisieascicebiete'r sla» « 1935-39 = 100 n.d. 172.7 |r 171.5 167.2 143.1 +0.76 +20.7¢ +9.7 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 125.2 125.5 120.6 122.3 144.8 0.2 -13.5 +15.2 
PPRTMICIBIS oo ch ccs See ber ieee + 1935-39 = 100 128.5 128.9 123.8 125.9 147.5 0.3 -12.9 +16.3 
SAIMOBOS sccGiin saat ca eelés raed se 1935-39 = 100 114.7 118.8 113.3 110.2 164.3 3.5 -80.2 44.5 
TELEARIERGN Spas SoBe las icc «Sinks Saba src-s,'s 1935-39 = 100 110.7 109.8 105.5 107.2 124.0 +0.8 -10.7 +13 .4 
Total no. shares traded N.Y.Stock Ex.|| thousands 31,831 37,192 $3,469 88,308 69,182 -14.4 54.0 +1.2 
Corporate bond yields (Moody’s). . .|| per cent 2.79 2.83 2.82 2.82 2.73 1.4 +2.2 —4.7 
Financial Indicators , 
Bank debits, outside New York City™} million dollars 49,060 52,295 46,105 47,671 41,977 6.2 +16.9 +9.9 
New capital corporate issues........ 000 dollars 252,109 668,968 589,878 266,635 134,670 62.3 +87.2 +176 .2 
Refunding issues..............++.. 000 dollars 102,635 105,385 86,316 65,208 112,954 2.6 -9.1 -38.9 
Comm., industrial and agric. loans®..|)| million dollars|}_ 10,377 | 10,279 10,044 9,495 7,272 +1.0| 442.7] +83.3 
National income payments......... million dollars n.d. 15,895 | r 14,202 14,673 14,272 +11.9b) +411.4c +2.7 
Money in circulation, end of month.|| million dollars 28,265 |r 28,952 98,861 28,600 27,917 2.4 +1.2 +4.9 
SAdjusted for season variation Shipments | *Consumption; cigarette consumption measured by tax-paid withdrawals _ *Excludes reconstructed government shoes included 
in data prior to 1944 4Average daily 5Average weekly 6 Dodge iEngineering News-Record—average weekly 8Grocery and combination chain store sales 9Through 


September, 1946, the Bureau of Labor Statistics carried motor vehicles priors at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the October 
indexes for All commodities and Manufactured products would have been 132.5 and 127.0, respectively; November, indexes would have been 137.9, 181.7; December, 139.0 and 139.5, 
Tn January, 1947, the indexes for All commodities and Manufactured products would have been 189.5 and 133.5, respectively. 10140 centers aDecember, 1945 bPercentage change, 
November, 1946, to December, 1946 cPercentage change, December, 1945, to December, 1946 dPercentage change, 12 months, 1945, to 12 months 1946 eEstimated {No 
automobile production during first 6 months of 1945; negligible production in successive months —_n.a. Not available pPreliminary rRevised *Value as traffic indicator subject 
to variations in length of haul and amount loaded. 
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Business Forecasts 


Short-term confidence seems to be increasing as the reces- 
- gion, which has been momentarily expected fails to material- 
ize, but warnings of approaching disaster still persist. These 
warnings are generally directed against continuation of the 
present high prices. 


SEE PRICES TOO HIGH 

George Renard, of the National Association of Purchas- 
ing Agents, says: “We don’t need to have a depression if 
we will lower prices. The key is to concentrate on making 
sules and purchases profitable at the going price level.” 

Similarly, John D. Clark of the President’s Council of 
Economie Advisers, states: “If prices are not reduced. . . 
reduction will then take place, but at the risk of a recession 
which, once started, might slip beyond our control.” 

All indications point to a necessary readjustment of the 
price structure, according to the economic analyst, Louis 
J. Paradiso, of the Department of Commerce. 'The greatest 
problem, however, is to maintain the real purchasing power 
of consumers, which means “the prevention of a weakening 
or dissipation of consumer incomes by the continuation 
of the current high prices in many segments of the economy.” 

Concurring, the Bureau of Agricultural Economics empha- 
sizes that “timely downward adjustments” in prices would 
improve the outlook, ‘Che bureau expects a business re- 
cession late in 1947, and a downturn in prices, particularly 
food prices. Farm prices could drop 20% to 25% if the 
downturn should occur when farm marketings are heavy, 
and wholesale food prices might fall 15% to 20% by the 
end of the year, Industrial activity is expected to reach a 
record level during the first half of the year and then de- 
cline 5% to 10% during the second half. Income payments 
will exceed last quarter figures, but will fall 8% to 12% in 
the last half of 1947, 


EXPECT BOOM YEAR 

On the other hand, a large segment of business believes 
that fear of setback is unfounded, Considering the huge 
backlog of orders, Percy C. Magnus, President of Magnus, 
Mabee and Reynard, feels that no real basis exists for the 
anticipated 1947 recession. F, D. Newbury, Vice President 
of Westinghouse Electric, says that 1947 will be a big year 
in business. We may expect only “mild recession in 1948, 
possibly extending into 1949, but no serious or prolonged 
depression before the late 1950's.” 

A rather optimistic outlook was conveyed by the Office 
of Temporary Controls and Civilian Production Administra- 
tion in a special report on expectations for 1947. Despite 
continued shortages in tin, lead, copper, pig iron and freight 
cars, gross national product will reach $202 billion, or $8 
billion more than in 1946, (This projection is based on a 
preliminary gross national product estimate for 1946 of 
#192 billion.) For at least the following six months, plant 
and equipment expenditures, building activity and output 
of consumer durable goods will continue high. 

Two possible alternatives are given in this report. The 
first assumes maintenance of current high levels of produc- 


tion and employment, with moderate price declines during 
the second half of the year. The second alternative assumes 
a very small expansion, accompanied by sharp price in- 
creases for the first six months and followed by a substan- 
tial decline in production, employment and prices, extend- 
ing into 1948. Since, in the opinion of the CPA, a recession 
can be avoided by intelligent planning and cooperation, its 
analysis for most industries is more generally based on the 
first alternative. 


NOT ENOUGH STEEL 

Demand for steel to maintain a general maximum end- 
product production will probably exceed supply by three 
million to four million tons, according to a comprehensive 
study by the CPA. 'The supply of steel, however, is expected 
to be sufficient to support record peacetime levels of output 
and employment in almost all steel-consuming industries. 

CPA predicts an 18% increase over 1946, or 61 million 
tons of finished steel (rolled and drawn products, plus cast- 
ings) in 1947. This estimate is based on uninterrupted ingot 
operations at 90% of capacity. Although the rate may ex- 
ceed 90%, (the American Iron and Steel Institute reported 
steel operations at 94.4% of ingot capacity, for the week 
ended February 24), shortages of raw materials may hamper 
production, 

Meanwhile, consumer resistance to prices charged for 
automobiles and the products of other steel-consuming in- 
dustries is increasing. Edward L. Ryerson, Chairman of 
Inland Steel Company, like many industry executives, ex- 
pects that some downward adjustment of prices will be 
made in the near future, but that unless a strong recession 
develops industry will enjoy profitable returns. 


MISCELLANEOUS 

Industrial production will increase 10%, predicts John 
D. Clark, with a resultant increase of 5% in gross national 
product. 

National income will be between $10 billion and $15 
billion below the total for 1946, according to Dr. S. J. 
Flink, of Rutgers University. (The figure for 1946 is placed 
at $165 billion.) This reduction will not affect the pros- 
perity of the people nor their ability to buy, he explains; 
it will merely mean that price reductions will be absorbed 
by wholesaler and retailer, 

Commercial loans of banks ought to be definitely on the 
increase, says George Whitney, President of J. P. Morgan 
& Company, if no serious work stoppages occur. The re- 
verse opinion is held by William W. Cumberland, who 
attributes last year’s increase in commercial loans to un- 
balanced inventories and rapidly rising prices. Since similar 
conditions are not likely in 1947, Mr. Cumberland foresees 
no substantial increase in commercial loans. 

A buyers’ market is generally conceded to exist in many 
lines of industry and in the remaining lines the end of the 
sellers’ market is predicted for some time in 1947. In such 
a market, many business executives, like Henry H. Heimann, 
of the National Association of Credit Men, expect the “keen- 
est competition American industry has ever faced.” 
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Survey of Business Practices—continued 


Excerpts from Replies to Survey of 


Business Practices 
(See article on page 64) 


PRIMARY PRODUCTS 
Foundries: Industry-wide Research Program 


“We have our own laboratories and help financially to 
support the research program of the —— —~— College; inde- 
pendent laboratories are also used.” . . . “We support in- 
dustry research and defray our pro rata share of the cost. 
In addition to this, we have our own well-equipped testing 
laboratories.” . . . “Our research and development efforts 
will be directed toward improvement of present products 
improvement of methods of manufacture, improvement in 
products used, and improvement in human relations.” 

“We maintain our own laboratories, and in addition employ 
independent laboratory facilities.” 


Nonferrous Metals: Outside Research Facilities Used 
Occasionally 


“Our endeavors are largely directed toward improvement 
in quality and reducing the cost of our standard items. 
We maintain our own reasonably well-equipped laboratories 
and occasionally use college or independent facilities for 
certain specific requirements.” . “New products will not 
fall outside the general category of base products, but, 
within that category, they will represent both radical de- 
partures and modifications. We maintain our own labora- 
tories and also make use of university and other laboratory 
facilities from time to time.” . . . “We maintain our own 
research and development department and do not at the 
present time make use of any outside facilities.” . . . “We 
have no facilities for research in our setup. When it comes 
to that phase of our business, we place it in the hands of the 
oe Institute and they have worked out many products 
or us. 


Petroleum and Products: Chemicals Being Developed 


“Current trends indicate that the manufacture of a num- 
ber of chemical products may become increasingly impor- 
tant to our industry. Owing to the highly competitive nature 
of our product, we constantly strive to improve products 
and to reduce their manufacturing costs.” . “Measured 
in volume, brand new products will probably not play an 
important part in the growth of our company although the 
development of raw materials for chemical manufacture may 
eventually become important. Most of our research is into 
processes, production methods and improvement of prod- 
ucts. Most of our work is done in our own laboratories. We 
also contribute to joint research projects through trade asso- 
ciations.” . “The effect of new products on company 
earnings is expected to be noticeable in the near future 
and to be a large factor over a long-term growth period. We 
use outside laboratory facilities only very occasionally, rely- 
ing in the main upon our own laboratories.” . “We do 
not maintain a research organization.” 


Steel Producers: New Products Rare 


“Tn our industry no essentially new products will prob- 
ably be developed. We maintain our own laboratories and 


also use both college and independent facilities.” . . . “The 
bulk of our development will be in the improvement of our 
present line of products, both as to quality and processes 
of production.” . “New products will contribute to the 
growth of our business but not in spectacular proportion. 
We maintain our own laboratories and, in addition, use both 
independent professional institutions and colleges for specific 
problems. We also contribute funds to be spent by various 
colleges and institutions in conjunction with other members 
of the industry on industry problems.” . “We will con- 
tinue to develop new products as this work in the past has 
been the reason for our existence and growth.” 


METAL MANUFACTURES 


Air-conditioning Equipment: Comparatively New 


Industry 


“Product development is vitally important to our busi- 
ness, particularly because we are in a comparatively new in- 
dustry and there is greater opportunity. We maintain our 
own laboratories and, in addition, use colleges and indepen- 
dent laboratory facilities.” . “The advent of new refrig- 
erants might radically change the nature and description of 
our products. We do not use college or independent labora- 
tory facilities.” “New products will not represent radical 
departures from base products but will.be primarily impor- 
tant modifications. However, there may be one important 
exception to this. We utilize our own laboratory principally, 
although local college facilities are used somewhat.” . . 
“New products always play an important part in the growth 
of any company. Whether they are radical or not depends on 
the ingenuity of the designer. Occasionally, we use college or 
independent laboratory facilities when we are overcrowded 
but this is not too satisfactory.” . “We do not contem- 
plate any radical departures from base products but rather 
an improvement in them, with a view toward better func- 
tioning and at the same time more simple construction so 
that we may reduce costs. We maintain our own labora- 
tories.” . . . “Our research and development has to do 
with modernizing our present product and keeping to the 
forefront in other developments. We do our own work, 
although we use the laboratory facilities at —. —— Uni- 
versity. 


Automobiles and Equipment: Use Own Laboratories 


“The entire wealth of our company is attributed to our 
adherence to a policy of continual research and new prod- 
uct development. These new products have been both in 
the field of our original market and also in other indus- 
tries. By the middle of last year we had completed 
a modernization and expansion program for our laboratories 
which will enable us to handle all of our requirements.”’ 
. . . “The success of our company depends upon the im- 
provement of present products and the introduction of new 
products. Nothing presently contemplated represents a rad- 
ical departure from past practices. However, we do have 
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under development several items that could be classed 
as revolutionary in design but these are several years away 
from commercial application as yet.” . . . “We maintain 
our own laboratories and, in addition, avail ourselves of 
those of our suppliers and customers. We have not as yet 
used college or independent facilities.” . . . “Modifications 
and new designs similar to types we are now making will 
govern all development work in our company over the next 
five years.” . . . “Our laboratories are constantly working 
on ways to improve our products. Historically the best way 
to accomplish this is through evolutionary rather than 
revolutionary practices.” . . . “I do not believe that any 
new products now in process will play an important part 
in our immediate future and this will probably be true also 
of the long-term period. We maintain and operate our 
own laboratories. Occasionally, we call upon independent 
facilities, but this is the rare exception.” 


Electrical Appliances: New Products Important 


“New products will play an important part in the growth 
of our company. There will be radical departures from 
design in these new products. We maintain our own re- 
search laboratories and from time to time ask college and 
independent laboratories to work on projects.” . . . “Our 
research activity includes fundamental research which forms 
a basis for product design by the solution of new problems 
and the development of new ideas. In some cases new 
classes of products will be added. We maintain a central 
engineering division with resident engineers at two of our 
plants. To date, we have not used college or independent 
laboratories to any great degree.” . . . “We maintain our 
own laboratories and, in addition, have projects going on 
at certain colleges.” 


Electrical Machinery: Research Vital to Industry 


“Our industry has been built upon research and develop- 
ment, and further progress is contingent upon the same 
research effort. For many years we have maintained our 
own laboratories, each headed by a director of research. 
We also have a well integrated program of graduate and 
post-Ph.D. training and fellowship—looking toward the 
maintenance of technical personnel at a high level.” . 
“Demands by our customers often make radical departures 
from past applications necessary. We maintain our own 
laboratory and model shops and also use college and inde- 
pendent laboratory facilities for verification of our findings 
or for more elaborate and ‘detailed tests.” . . “We are 
looking forward to a constant succession of developments 
of new products, most of them simply modifications of 
current products, but some of them, without doubt, will 
be radical departures. We have our own laboratories, and 
likewise make use of college and independent facilities for 
specific jobs.” . . . “New products will have a substan- 
tial influence in carrying on the future operations of the 
company. Some of these are radical departures from our 
existing products. We maintain our own laboratory, and 
have in mind enlarging these facilities as soon as we can 
afford to do so. We also use the facilities of colleges, and 
employ specialists on certain problems.” . . . “Except in 
unusual instances we do not use college or independent 
laboratories.” . . . “Our current efforts are along the lines 
of improving the quality of present alloys and of develop- 
ing others. We maintain our own laboratory and also use 
college laboratories and technical assistance.” 


Industrial Machinery, General: Continuous Program 


“Over the years we have conducted a continuous pro- 
gram of research in materials, methods and design with a 


view toward improving and refining our present products 
so as to keep abreast of modern developments. Practically 
all these activities are carried on in our own laboratories.” 
. . . “We set up our own laboratory facilities for the par- 
ticular problem at hand.” . . . “In addition to improve- 
ments in our present lines, new product lines are currently 
being developed. New production methods are also an im- 
portant part of our program, which includes projects such 
as electronics, welding, new heat treating, and testing proc- 
esses. The majority of our activities are carried on in our 
own laboratories.” . . “Our work has led not only to 
improvements in design, but also to the use of new mate- 
rial and the embodiment of different principles. In addi- 
tion, there is continuing research and development of 
entirely new products. Quite extensive laboratories, both 
chemical and mechanical, are maintained, and in addition 
we regularly avail ourselves of the facilities of two research 
institutes for special projects.” . . . “We do not maintain 
or use any laboratories separate from our regular manu- 
facturing departments.” . . . “Our new developments will 
largely be modifications of existing design, and will prob- 
ably be concentrated in mechanized machinery which will 
provide labor-saving facilities for our customers. Labor 
saving will be a potent sales argument in the future.” . . . 
“Departures from present products will be in the field of 
electronics. We maintain our own laboratory and also use 
both college and independent laboratory facilities.” . . . 
“Owing to the policy of our management not to branch out 
into entirely unrelated activities, new products will be 
fairly closely related to some previous activity. We main- 
tain a research staff under the direction of the executive 
vice president, and in addition we make extensive use of 
outside facilities.” . . . “We have our own testing labora- 
tory, on a small scale, and in addition often use the labora- 
tory of the __ __ Institute.” . . . “New products may 
be radical departures from the past but they are more 
likely to be modifications of existing designs.” . . . “New 
adaptations of old products will play the most important 
part.” 


Industrial Machinery, Specialized: Research Necessary 
to Progress 


“Had it not been for our policy of spending a very sub- 
stantial portion of our sales dollar on experimental and 
development work, the result would have been retrogression 
rather than progress. The new types of machinery upon 
which we are working are both in the nature of improve- 
ments of old designs and revolutionary new designs. This 
work is carried on in our Engineering Department.” : 
“We learned a great deal about manufacturing techniques 
during the war, and this should have a favorable effect on 
costs. We maintain our own laboratories and also use col- 
lege and independent laboratory facilities for specific re- 
search problems.” . . . “Product development is designed to 
increase performance and to expand the range of utility of 
the equipment. There will be no radical departures from 
the established designs.” . . “For the most part, our 
new products are allied to our present product and repre- 
sent a natural direction for the expansion of our business. 
They cannot, however, be considered as simply a modifica- 
tion. We maintain our own design and experimental de- 
partment, and, in addition, use the personnel and labora- 
tories of the —— -— Institute to conduct experiments 
which our laboratories are unequipped to do.” . . . “We 
rarely originate a machine that is fundamentally different 
in purpose from those which have been used for many years, 
but we are improving the existing types all the time. On 
special occasions we call upon independent laboratory facili- 
ties for answers to specific problems.” . . . “College and 
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independent laboratory facilities are only called upon for 
incidental tests; our major research is carried on in our 
own laboratories.” “New developments are never 
placed on the market until they have been thoroughly 
tested in several plants.” . “We are consistently im- 
proving the design of our machines and bringing out new 
ones as we feel that this is vital to the successful operation 
of our business.” “We expect to confine our research 
activities to continual improvement of our present prod- 
ucts. We maintain laboratories, but they are more in the 
category of testing departments. We also have an experi- 
mental room in which actual tests are conducted on sug- 
gested improvements.” . “We do not maintain or use 
laboratory facilities.” 


Machine Tools: Methods Research 


“We do no basic research but are continually experiment- 

ing with new materials and devices to improve existing 
equipment and are always engaged to some extent in the 
development of new tools and machinery. However, it is 
unusual for a radically different product to appear’ in the 
machine-tool field. On occasion we obtain assistance from 
universities or governmental scientific bureaus.” ; “Our 
customers’ plants are our laboratories in most cases.’ 
“New products will be important to the growth a our 
company, but they will be modifications rather than radical 
departures from existing products. We maintain our own 
laboratories and also at times use both college and inde- 
pendent facilities.” . “We rely upon our own research 
department solely.” 


Office Equipment: Development of New Allied Products 


“Our development is directed toward the modification of 
past and present products and the development of new 
allied products. We operate a mechanical research-testing 
laboratory in our plant and do the greater part of our 
design and model work here. We use the services of con- 
sultants infrequently and then in connection with appear- 
ance design.” . “Our research and development pro- 
gram is divided about equally between new products and 
new and improved methods of production. This latter fac- 
tor is important because of its effect on costs. We have our 
own laboratory and also use regularly a college laboratory. 
In addition, we use independent facilities from time to 
time.” - “Our new products will result mainly from 
modifications of our present products, although there will 
be outstanding exceptions from time to time. We operate 
our own laboratory.” . “New models developed by our 
research engineers will be gradually introduced beginning in 
1948. On a peacetime basis our experimental laboratories 
and model shops are limited. We do not use college facili- 
ties, although considerable work is done in independent 
laboratories particularly with regard to developments in 
plastics.” . “New products may be radical departures 
from past products, but they will not be radical from the 
standpoint of raw materials used or craftsmanship involved. 
We operate our own laboratories.” . “Generally, devel- 
opments involve the use of newly developed purchased 
products and the increased use of lighter metals to replace 
cast iron and steel. We maintain our own laboratories and 
research departments and also use independent facilities.” 


OTHER MANUFACTURES 
Chemicals: Rapid Turnover of Products 


“Our industry has probably the most rapid turnover of 
products of any industry. Our laboratories are constantly 
devising new ones, and, to some extent, old ones are con- 
stantly dropping out. One of our main jobs is constantly to 


reappraise the way we do things and to find out if they can 
be shortened, cheapened, or bettered in any way. We main- 
tain our own laboratories and to a very small extent use 
college facilities for specialized functions for which we are 
not equipped ourselves. Likewise, we occasionally have 
work done at some consulting laboratory which may have 
the special skill required for a specific job.” . . . “Diversi- 
fication of products has been the major function of our 
research and development department. Approximately one 
third of our sales are of products that have been developed 
during the past ten years and we expect that ratio to hold 
in the future. The major portion of our work is done in our 
own laboratories, with a small amount of work of a more 
fundamental nature done in college laboratories, and some 
work of a product application nature done in independent 
laboratories.” “New products, by and large, fit quite 
well into our over-all product picture, in most instances 
consisting of chemical derivatives of existing products. 

About 97% of our research and development expenses are 
incurred in our own laboratories.” . . . “In some important 

cases, new products will take us into new chemical fields, 
but many of them will represent only modifications, im- 
provements and refinements of existing products. We main- 
tain our own laboratories and, also, to a limited extent, use 

college and independent facilities.” . “We are endeavor- 
ing to use some of the products we are already using in. 
making new products.” “New products will be impor- 
tant to both our immediate and our long-term growth. 

These products will be entirely new, although they will be 

confined to the same general field. We maintain our own 

laboratories and also use college and independent facilities 

to a minor degree.” “We have several new products 

in prospect, some of which we hope to develop i in the near 

future and others on a long-term program. . “There is 

no reason to believe that new products will not be an im- 

portant factor in the future growth of this company as they 

have in the past. We do most of our research in our own 

laboratories and the exceptions are of no consequence.’ 

“New products would be in the same general field as present 

products, and would be comparable i in rate of sale, produc- 

tion requirements, etc. We maintain our own laboratories, 

and, in addition, for special projects, employ college and 

independent facilities.” “Our new products undoubt- 

edly will follow our present pattern, and will supplement 

our present products. Apart from our research facilities, our 

engineering department is consistently designing improved 

methods of production which will have a marked effect on 

the costs of our old products. This study includes every- 

thing from material handling to machinery and equipment 

design.” “New products will be merely modifications, 

refinements and developments of those already in use. These 

developments will be in the way of longer life, faster appli- 

cation, or lower unit cost. We maintain our own laboratory 

and in addition finance a research program at —— —— 

University.” 


Food Products: New Products Important Already 


“We have a program for launching several new products 
each year for as far ahead as we can see. These new prod- 
ucts are radical departures from past products, although all 
are in the same general field. In addition, we have improved 
almost every product in our line. One of our product im- 
provements substitutes raw materials obtainable domesti- 
cally for those formerly imported. We maintain a large 
central laboratory and also several decentralized labora- 
tories. We use university and independent facilities to a 
rather limited extent.” “We operate.our own labora- 
tories, although the dearth of qualified technical men has 
prevented us from expanding as we would like to.” . . . 
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“There has already been one radical departure from past 
products in that we are now manufacturing a large number 
of chemical derivatives from our raw material. We main- 
tain a number of laboratories, use university facilities and, 
to a lesser degree, industrial laboratories.” . . . “New 
products are an important factor both in the immediate 
and in the long-term growth of the company, although they 
represent a relatively small percentage of total sales. We 
use our own laboratories and in many instances the facili- 
ties of the colleges.” . . . “We maintain our own laboratory 
which is used primarily for merchandise and production 
control purposes. We also use college and independent 
facilities for specific problems.” . “We benefit by re- 
search carried on in our field by associations. We maintain 
our own laboratory and do research on specific products. 
We do not believe that there will be any radical departures 
from products or methods of processing in our industry in 
the immediate future.” . “The only developments that 
are likely to take place in our business are in side lines.” 

. . “We doubt that there will be radical departures from 
past products in our industry; rather, there will be an im- 
provement in processes and, possibly, in distribution. Some 
of our research money is spent in our own laboratories and 
some through college and other laboratory facilities.” ‘ 
“Changes in our products will probably be chiefly modifica- 
tions.” 


Paper and Products: New Products a Matter of Time 


“Today we are only making one major product that we 
made twenty-five years ago, and that product is so im- 
proved that the one manufactured at that time would prob- 
ably be unsalable today. We maintain our own laboratories, 
having not only a central research and development labo- 
ratory but also laboratory facilities in all our mills. These 
latter not only serve for routine testing, but are also avail- 
able in connection with the specific investigations of the 
central laboratory. In addition, we are financing several 
fellowships, and we make use of college and independent 
laboratory facilities.” . “The only possibility of main- 
taining our operations on a satisfactory basis is through 
research and development work. Over 50% of our produc- 
tion today is in grades entirely different from the grades 
we were making ten years ago, and within the grades that 
we are still making, technological developments have been 
such that the present form might well be considered entirely 
new. . . . “New products will not represent radical de- 
partures from past products, but rather will be simple 
improvements in qualities and new grades made for exacting 
purposes. We have maintained our own laboratory for 
many years and also use independent laboratory facilities.” 
. . . “Research has long been an integral part of our opera- 
tions and from it have stemmed a host of improved meth- 
ods and the development of many valuable chemical prod- 
ucts from materials formerly wasted. Research has also 
enabled us to minimize the pollutions of rivers and streams 
on which company plants are located. We maintain research 
laboratories at half of our plants and in consequence make 
little use of outside facilities.” . “We are constantly on 
the alert for products which can be converted from our 
base materials.” . “Our machines are such that radically 
new products would be a very difficult thing to manufac- 
ture. We do, however, have plans for increasing the qual- 
ity and quantity of our products, thereby reducing manu- 
facturing costs so as to be in a better competitive position. 
We maintain our own laboratory and also use the facilities 
of the; ——_.—=: Institute:” “New specialty prod- 


ucts will play an important part in our growth but these 
will not be radical departures from past products. We do 
most of our research and quality control work in our own 
laboratory, and in addition we employ the —_ —— Institute 
to work on special projects.” . “New products will 
be more along the line of adapting our product to dif- 
ferent, wider, or more efficient uses. “We look for 
improvements in methods and processes and in the use of 
new materials. We do not see any radically new products.” 

“Our research work will not necessarily produce new 
products, but we hope it will ore and simplify our 
present manufacturing problems.” . “Our new products 
consist mainly of modifications of our present products, but 
in some cases the modifications are of a very broad char- 
acter. We maintain our own laboratories, but we occasion- 
ally use independent facilities.” 


Textiles: Shift in Raw Materials 


“New products will not be radical departures from past 
products, but rather modifications and products better 
designed to fit their end use. Our laboratories are princi- 
pally used in connection with work on existing products 
rather than for research and development. We use coi- 
lege and independent laboratory facilities for research on a 
cost-sharing basis.” . “Generally speaking, new prod- 
ucts will not be radical departures from past products be- 
cause they will all be within the textile field. Because ours 
is a long-established industry, we do not anticipate new and 
improved methods of production which will have a marked 
effect on costs or the development of our business. Last 
year we set up a department to explore general business 
research. To date, it has done some work in market re- 
search, salesmen’s compensation and product research. Dur- 
ing the coming year it will extend its activities into sales 
forecasting, production planning, distribution costs, coor- 
dination of production and selling.” “Other than 
nylon, we do not believe new products will play an impor- 
tant role in the growth of our company. We do not have 
a laboratory and, if we need technical information, we use 
the —_ —— College.” . . “At present, the most prom- 
ising new yarn is, of course, nylon; possibly fiberglas will 
also play an important role. Other important developments 
are in new spindles and looms. If these machines are suc- 
cessful, they will lower the cost of the finished product. We 
are just beginning to look into the possibility of using col- 
lege or independent ‘laboratory facilities to supplement our 
own.” . . . “We maintain our own laboratories and seek 
the services of outside consultants from time to time on 
problems for which they are specially equipped. We do not 
make regular use of other laboratory facilities.” . . . “Our 
principal objects and activities have to do with improve- 
ments in our own procedures and products. However, we 
have developed several new products.” . “New products 
or substantial developments of our present products wiil 
play a real part in our long-term growth. We maintain our 
own laboratories and are enlarging them substantially at 
the present time. We also use college and independent 
laboratory facilities whenever it seems more satisfactory 
to do so.” . “Since mid-1945 our laboratory work has 
been confined pretty much to obtaining replacement mate- 
rials for those not available in sufficient quantities. The 
development of new products has been of some importance 
but this will have a larger place a little later on.” . . . “We 
maintain our own laboratory and also use outside facilities 
whenever necessary.” 
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IV. Construction and the Business Cycle 


VIDENCE from the past lends support to the gen- 

erally expected increase in construction activity. 
In the two major upswings shown in Chart 2, the index 
of construction contracts awarded led the index of 
physical volume. In the first upswing, roughly from 
1914 to 1929, the lead in construction contracts 
awarded is quite evident. Actually during the period 
1914-1921, the index of physical volume shows only 
seasonal ups and downs, while contracts awarded 
exhibit an upward movement. This apparent dis- 
parity is most likely owing to the fact that the orig- 
inal data in the contracts awarded index are unad- 
justed for price changes, while the other index is ad- 
justed for cost changes. 

From 1921 to 1929, however, the indexes rose to- 
gether. The dollar value of contracts awarded and 
the physical volume of building paralleled one an- 
other, with contracts awarded maintaining a lead 
until the collapse. 


NO LAG IN DOWNTURN 


In the second major upswing, starting around 1935, 
contracts awarded again led construction volume, at 
least, in the early stages of the upswing. Starting in 
1940, contracts awarded no longer lead; the timing of 
the ups and downs of the two indexes is almost iden- 
tical until the sharp contraction in 1942. The urgent 
need for buildings during the war evidently shortened 
the spread between the contract award and actual 
construction. 

On the downturn of the two series, no regular lead 
or lag is observable. On the first downturn, the drop 
in contracts awarded preceded the drop in construc- 
tion activity. Awards turned down in the middle of 
1928, while construction activity did not turn down 
definitely until the middle of 1930. 

The second downturn, which took place in 1942, 
showed construction activity turning down before 
contracts awarded—exactly opposite to the sequence 
of events in the first downturn. The downturn of the 
two series did not occur very widely apart in time 
since construction activity turned down in June, while 
awards dropped in August. 

The construction cycle, with its long up-and-down 
sweeps, runs its course without apparent connection 
with the ups and downs of the general business cycle. 
For example, in the long upward sweep of construc- 
tion from 1915 to 1929, four and a half general busi- 
ness cycles are observable—five expansions and four 
contractions. 

The periods of general business contraction evi- 


dently did not have much influence upon the course 
of construction activity. 

The downturn in contract awards in mid-1928 came 
before the downturn in general business activity, 
while the downturn in physical volume came after 
the downturn of general business. 

In the contraction of 1929-1933, construction activ- 
ity declined sharply along with other economic 
activity. The contraction evidently was severe 
enough to bring down construction activity along 
with it. 

After the trough of 1933, the contraction of 1937- 
38 had only a slight depressing effect upon construc- 
tion activity. If a downturn actually occurs in gen- 
eral business activity in 1947, as many have expected, 
this past relationship of business cycles and build- 
ing cycles would suggest that building activity, if 
rising at that time, will continue on its way upward, 
only slightly influenced by the downturn in general 
business. 

Fluctuations in the rate of mortgage interest do 
not appear to have had much influence upon the vol- 
ume of construction during the years here under 
study. During the Twenties when the interest rate 
was stable, construction activity rose sharply. In 
1932 and 1933 the interest rate on mortgages was 
falling, but construction did not recover until late 
1935. From then until 1942 the rate on mortgages 
fell steadily while construction activity rose, but since 
most of the construction from 1940 to 1942 was owing 
to the war it is not likely that the decline in the in- 
terest rate was the causative factor. 

The failure of fluctuations in the interest rate to 
influence the volume of construction may well be 
owing to the small part interest constituted of the 
cost of building. One investigator gives the following 
example: “A drop of interest of 20%, from 5% to 
4%, would cause a fall in carrying charges [of a $6,000 
house] of only 7%; whereas a fall in building costs of 
20% would reduce carrying charges by nearly 15%,.”? 
This would be the case without any allowance for 
maintenance or replacement and without any consid- 
eration of the costs of heating and lighting. 


Frank Gaston 

Ricuarp H. Gorsen, Jr. 

Suiriry S. HorrmMan 

Frances J. Mis 
Division of Business Economics 


1Clarence D. Long, Jr., “Building Cycles and the Theory of Invest- 
ment,” Princeton University Press, Princeton, New Jersey, 1940, 
Dp: 27. 
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Consumers’ Prices Reach 26 Year Peak 


ODERATE-INCOME families in the United 
States were paying more for basic necessities in 
mid-December than at any other time since June, 
1920. Tue ConrerENcE Boarp’s quarterly survey in- 
cludes retail prices of consumers’ goods and services 
purchased in sixty-six industrial cities. The weighted 
average of all items climbed to 122.9 (1923=100), 
topping the September level by 7.1% and the index 
for December, 1945, by 14.8%. 

The purchasing value of the 1923 dollar, or the 
reciprocal of the consumers’ price index, fell to 81.4 
cents in December, a drop of 6.7% over the previous 
quarter and of 12.8% from its level a year earlier. 

Variations in the procedures of the United States 
Bureau of Labor Statistics and THe CoNFERENCE 
Board in compiling their indexes have sometimes re- 
sulted in differing percentage changes over certain 
periods. Percentage changes reported by each organ- 
ization once again approximate each other. The June- 
September change in the over-all index reported by 
the Board was 5.9% as compared with a rise of 9.5% 
shown by the Bureau of Labor Statistics; the Sep- 
tember-December changes were 7.1% and 5.1%, 
respectively. The June-December comparison, a com- 
bination of these two sets of figures, reveals, however, 
relatively similar results, a rise of 13.6% according 
to the Board’s compilations and of 15.0% according 
to those of the Bureau. 


RISE IN RETAIL PRICES 


The last quarter of 1946 was the most eventful 
period since the war’s ending in terms of the retail 
price structure, marking as it did meat decontrol on 
October 15, the virtual ending of wartime price ceil- 
ings on food and beverages on October 23, and the 
decontrol of all items except rentals, sugar and rice 
on November 9. 

The effect of the removal of OPA controls on price 
movements was demonstrated most strikingly by the 
behavior of the food index. The sharpest price ad- 
vances of several years occurred within this category, 
significant rises being the rule in all major food 
groupings, particularly meats and grain and dairy 
products. Almost every source quoted higher prices 
for every variety of meat included in the survey. The 
cost of canned and dried fruits, coffee, and sugar con- 


See The Conference Board Management Record for October. 


tinued to rise, contributing to the over-all increase of 
13.3% in the food index. 

The housing index remained at its former level, 
despite the fact that, for the first time in five years, 
increased rentals were reported by a number of real- 
tors. 

An upturn of 6.2% was observed in the clothing 
index, mainly attributable to rising prices of leather 
footwear, and of men’s coats, suits, hosiery, and un- 
derwear. Men’s wear has risen 16.3% since Decem- 
ber, 1945, as compared with a jump of 5.8% for 
women’s wear over the same period. 

Prices of heavy furniture and of electrical appli- 
ances, which have made their appearance in the 
greatest volume for the postwar period to date, con- 
tinued to rise, as did textile furnishings and miscel- 
laneous items in the housefurnishings component. 
Widespread price rises of sundry items, such as to- 
bacco products, toilet and laundry soaps, drugs, and 
gasoline accounted for the rise of 4.2% in the sun- 
dries-component. 

Combined price fluctuations of solid-fuel and fuel- 
oil prices and of gas and electricity rates resulted in 
a 0.5% increase in the fuel and light index. 

Percentage changes for Bellefonte, Pennsylvania, 
(September, 1946=100) appear for the first time in 
the February issue of The Conference Board Manage- 
ment Record. 

Each of the sixty-six industrial cities surveyed in 
December by THE ConrerENcE Boarp reported over- 
all price rises since September, with only one (New 
Haven) reporting an increase smaller than 5% 
(4.2%). Highest on the list are Parkersburg, West 
Virginia (12.2%); Green Bay, Wisconsin (10.2%); 
Louisville, Kentucky (9.8%); and Richmond, Vir- 
ginia (9.7%). 

The median year-to-year rise was 15.0%, with 
prices increasing as much as 19.6% in Louisville and 
no city reporting increases lower than 12.0%. In more 
than half the cities surveyed, price increases of 7.0% 
or more took place since September and of more than 
15.0% since December a year ago. Annual changes 
were not available for Bellefonte, Pennsylvania; In- 
ternational Falls, Minnesota; and Meadville, Pennsyl- 
vania. 


Fiorence §. GEIGER 
Statistical Division 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1946-47,” page 108) 


1947 1946 Percentage Change 
em December, January, 12 Months, ~ 
January December | November October January Janeane, ee Al ee my 
1947 1946 
Industrial Production 
PotatPRB) (8). 0...6. sles ec cuce 1935-89=100 |p  is8|r 181 182 181 160 a ee oe -16.3 
Manufacturing (FRB) (S)........ 1935-89=100 |p 196 |r 190 191 188 163 +8.2] 420.2 “17.4 
Durable goods (FRB) (S).......|} 1935-39 =100 p 220 |r 210 2138 214 166 +4.8 +32 .5 -29.9 
Steele ra. engs tiles Sato ns 000 net tons |p 7,234 |r 5,760 |r 6,457 |r 6,950 3,872 +25 .6 +86.8 -16.5 
oo RS ae Eee 000 net tons 5,071 3,992 4,435 4,815 2,645 +27.0] +491.7 -16.0 
Copper (refined)..............|] net tons 80,144 77,578 75,066 17,947 69,008 +3.3 +16.1 —28 . 4 
Lead (refined)............... net tons 44,422 |r 40,448 40,041 43,062 51,054 +9.8 -13.0 —21.1 
AHRCASIGD) seiseisitle cra eiesla's ayist net tons 72,332 |r 70,176 |r 66,873 64,138 65,901 +3.1 +9.8 -5.0 
Glass containers.............. 000 gross n.a. 9,344 9,610 10,533 8,603 -2.8b +8.6c¢ +9.9 
MATATVDON Reet hoe cache igiats fate: (sips Bosra million bd. ft. n.d. 2,301 2,517 2,921 1,638: -8.66 +40.5¢ +8.4 
Machine toolst............... 000 dollars 26,542 27,587 26,176 29,140 30,263 -3.8 -12.3 -20.1 
Machinery (FRB)............ 1935-89=100 |p 275 |r 275 271 270 Q17 0 +26.7 -30.0 
Transportation equip. (FRB)..|| 1935-89=100 |p 231 |r 285 235 237 220 =Oo7 +5.0 ~52.5 
Mnbomobiles, 46 )s.cbo seelen os units 252,100 262,076 261,007 285,562 58,575 -3.8 +330 .4 f 
Nondurable goods (FRB) (S).. . .|| 1935-89 =100 177 |r 173 172 167 161 +2.3 +9.9 -1.2 
NEGTEOR ey ae cio aie whe s eisgeuh aye ¢ 947,036 TIAATT 877,461 931,229 811,218 422.3 +16.7 +7.5 
IMO ete atari se ary exe to/arayers @ lace’ n.d. 58.6 |r 62.6 |r 10.7 48.3. 6.45 +21.3¢ +15.4 
Rayon yarn?............ oe ‘ n.d. 55.9 58.0 59.6 50.7 -83.6b] +410.3cl 410.6 
Food prod., mfd. (FRB) (8)... .|] 1935-39 = 100 Pp 165 |r 162 156 145 154 +1.9 +7.1 -0.5 
Chemicals (FRB) (S)......... 1985-89 =100 Q51 |r 247 243 287 934 +1.6 +7.3 -16.9 
Newsprint, North American. ..| short tons 470,841 | 430,420 | 459,932 | 476,265 | 427,019 +9.4 +10.3 +22.3 
BADER hos capi einctles oe dea % of capacity 102.1 97.0 105.5 106.4 94.7 +5.3 +7.8 +12.7 
PapeDbOard. (462). ec 0 «ais wales + % of capacity 99 92 99 100 90 +7.6 +10.0 +3.2 
Boots and shoes®............-. thous. of pairs na. |p 39,066 |r 40,752 47,469 34,649a' -4.1b +12.7% +8.8 
Cigarettes (smalll)3saccce ue millions 28,451 22,695 27,696 $2,778 25,226 425.4 +12.8 420.1 
Mining (FRB) (S).............-- 1935-39=100 |p 145 136 136 145 141 +6.6 +2.8 -2.2 
Bituminous coal.............. 000 net tons |} p 58,860 42,320 37,420 57,125 54,075 +39.1 +8.8 -8.5 
Anthtacite...:,...0.c0s-0c00: 000 net tons |p 5,157 5,080 4,990 5,409 4,982 +1.5 48.5] 410.5 
Crude petroleum!............. 000 barrels n.a. |e 4,720 4,822 4,785 4,468 —2.1b +5.6¢ +1.3 
Electric power’. ...........-...... million kwh 4,797 4,712 4,649 4,547 4,054 +1.8 +18.3 —0,2 
Consterchion®..\. 022. oss sg osc ees 00 000 dollars 571,628 457,278 503,745 573,206 357,501 +25.0 +59.9 +127.0 
Heavy engineering—Public’........ 000 dollars 80,211 26,637 35,274 $9,203 22,163 +13.4 +36.3 +80.0 
Heavy engineering—Private’....... 000 dollars 55,983 61,577 33,682 58,488 47,493 -9.1 417.9} 4174.9 
Distribution and Trade 
Carloadings, total’*............... thousand cars 812.4 757 2 834.0 920.9 726.6 +11.8 +7.3 -1.3 
Carloadings, miscellaneous**........ thousand cars 361.7 353.8 392.6 401.5 316.4 +2.2 +14.3 2.8 
Retail trade (NICB) (S).........-.. 1935-89=100 || p 276.4 275.0 269.6 244.3 220.5 +0.5 +25.4 +99.4 
Department store sales (S)........-]] 1935-39=100 || p 265 Q74 272 257 227 -8.8 +16.7 +27.5 
Variety store sales (S)............. 1935-89=100 |} p 196.2 206.7 203.4 199.3 177.3 -5.1 +10.7 +15.3 
Rural retail trade (S).............. 1929-31=100 || p 315.0 229 4 289.7 265.6 274.2 +37.3 +14.9 +43 .3 
Grocery chain store sales (S)®....... 1935-39=100 || p 300.7 297.0 283.1 245 .8 222.9 +1.2 +84.9 +31.8 
Magazine advertising linage........ thous. of lines 3,952 3,783 5,218 5,420 4,139 +4.5 4.5 14-7 
Commodity Prices 
All commodities (BLS)®........... 1926 =100 p 141.5 |p 140.9 139.7 134.1 107.1 +0.4 +32.1 +14.2 
Raw materials: i043. . ssc. s ewe 1926=100 p 152.1 ]p 153.2 153.4 148.7 118.3 0.7 +28 .6 +15.1 
Semi-manufactured articles....... 1926 =100 p 188.8 |p 136.2 129.1 118.2 97.6 +1.9 +42.2 +15.4 
Manufactured products®......... 1926 =100 p 1386.7 |p 135.7 134.7 129.6 102.9 +0.7 +32.8 +13.8 
Farm products.................. 1926 =100 p 165.0|p 168.1 169.8 165.38 129.9 -1.8 +27.0 +15.8 
ROMANE SSS este. vig o-afe evar oiein Malas e'acs 1926=100 p 156.2 |p 160.1 165.4 157.9 107.3 2.4 +45 .6 +22.7 
Sensitive industrial (NICB)®........ 1929=100 146.4 145.9 134.5 119.5 95.4 +0.3 +53.5 +15.4 
Sensitive farm (NICB)®............ 1929=100 174.6 176.9 177.3 182.5 132.7 -1.3 +31.6 +23.3 
S EROPAMRDTICES faiaiese:d o25 vicleleno'ce vis 1935-39 = 100 n.a. 172.7 |r 171.5 167.2 143.1 +0.76 +20.7¢ +9.7 
Securities 
Total stock prices(Standard & Poor’s)]| 1935-39 =100 125.2 125.5 120.6 122.3 144.8 0.2 -13.5 +15 .2 
ANELABLINAIH, «cha echo « cisterwers soils cles s 1935-39 = 100 128.5 128.9 123.8 125.9 147.5 -0.3 -12.9 +16.3 
FESTEEO MCS os clas, y= sey ernie sisteteve 5 + 1935-39 =100 114.7 118.8 113.3 110.2 164.3 -3.5 —$0.2 +4.5 
RRIISEIES ty netics oda ets sins 1935-39 = 100 110.7 109.8 105.5 107.2 124.0 +0.8 -10.7 +13.4 
Total] no. shares traded N.Y.Stock Ex.|| thousands $1,831 37,192 33,469 38,308 69,182 -14.4 -54.0 +1.2 
Corporate bond yields (Moody’s). . .|| per cent 2.79 2.83 2.82 2.82 2.73 -1.4 +2.2 4.7 
Financial Indicators 
Bank debits, outside New York City™) million dollars 49,060 52,295 46,105 47,671 41,977 6.2 +16.9 +9.9 
New capital corporate issues........ 000 dollars 252,109 668,968 589,878 266,635 134,670 -62.3 +87.2 +176.2 
Betonding issues... 0.0.65 ses >.- 000 dollars 102,635 105,385 86,316 65,208 112,954 2.6 -9.1 -38.9 
Comm., industrial and agric. loans'®, .|} million dollars 10,377 10,279 10,044 9,495 7,272 +1.0 +42.7 +33.3 
National income payments......... million dollars n.d. 15,895 | r 14,202 14,673 14,272 +11.9b} +11.4c 42.7 
Money in circulation, end of month.| million dollars 28,265 |r 28,952 28,861 28,600 27,917 -2.4 +1.2 +4.9 


SAdjusted for season variation _ ‘Shipments  *Consumption; cigarette consumption measured by tax-paid withdrawals nstru 
in data priorto 1944 ‘Average daily Average weekly °F. W. Dodge _— 7Engineering News-Record—average weekly _ *Grocery and combination chain store sales °Through 
September, 1946, the Bureau ot Labor Statistics carried motor vehicles prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the October 
bees for All commodities and Manufactured products would have been 132.5 and 127.0, respectively; November indexes would have been 137.9, 131.7; December, 139.0 and 182.5, 
In January, 1947, the indexes for All commodities and Manufactured products would have been 189.5 and 133.5, respectively. 10140 centers aDecember, 1945 
November, 1946, to December, 1946 cPercentage change, December, 1945, to December, 1946 dPercentage change, 12 months, 1945, to 12 months 1946 
automobile production during first 6 months of 1945; negligible production in successive months n.a.Not available pPreliminary _—rRevised 

to variations in length of haul and amount loaded. a 


3Excludes reconstructed government shoes included 


bPercentage change, 
eEstimated fNo 
*Value as traffic indicator subject 
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Business Forecasts 


Short-term confidence seems to be increasing as the reces- 
sion, which has been momentarily expected fails to material- 
ize, but warnings of approaching disaster still persist. These 
warnings are generally directed against continuation of the 
present high prices. 


SEE PRICES TOO HIGH 

George Renard, of the National Association of Purchas- 
ing Agents, says: “We don’t need to have a depression if 
we will lower prices. The key is to concentrate on making 
sales and purchases profitable at the going price level.” 

Similarly, John D. Clark of the President’s Council of 
Economic Advisers, states: “If prices are not reduced . . . 
reduction will then take place, but at the risk of a recession 
which, once started, might slip beyond our control.” 

All indications point to a necessary readjustment of the 
price structure, according to the economic analyst, Louis 
J. Paradiso, of the Department of Commerce. The greatest 
problem, however, is to maintain the real purchasing power 
of consumers, which means “the prevention of a weakening 
or dissipation of consumer incomes by the continuation 
of the current high prices in many segments of the economy.” 

Concurring, the Bureau of Agricultural Economics empha- 
sizes that “timely downward adjustments” in prices would 
improve the outlook. The bureau expects a business re- 
cession late in 1947, and a downturn in prices, particularly 
food prices. Farm prices could drop 20% to 25% if the 
downturn should occur when farm marketings are heavy, 
and wholesale food prices might fall 15% to 20% by the 
end of the year. Industrial activity is expected to reach a 
record level during the first half of the year and then de- 
cline 5% to 10% during the second half. Income payments 
will exceed last quarter figures, but will fall 8% to 12% in 
the last half of 1947. 


EXPECT BOOM YEAR 

On the other hand, a large segment of business believes 
that fear of setback is unfounded. Considering the huge 
backlog of orders, Perey C. Magnus, President of Magnus, 
Mabee and Reynard, feels that no real basis exists for the 
anticipated 1947 recession. F. D. Newbury, Vice President 
of Westinghouse Electric, says that 1947 will be a big year 
in business. We may expect only “mild recession in 1948, 
possibly extending into 1949, but no serious or prolonged 
depression before the late 1950’s.” : 

A rather optimistic outlook was conveyed by the Office 
of Temporary Controls and Civilian Production Administra- 
tion in a special report on expectations for 1947. Despite 
continued shortages in tin, lead, copper, pig iron and freight 
cars, gross national product will reach $202 billion, or $8 
billion more than in 1946. (This projection is based on a 
preliminary gross national product estimate for 1946 of 
$192 billion.) For at least the following six months, plant 
and equipment expenditures, building activity and output 
of consumer durable goods will continue high. 

Two possible alternatives are given in this report. The 
first assumes maintenance of current high levels of produc- 


tion and employment, with moderate price declines during 
the second half of the year. The second alternative assumes 
a very small expansion, accompanied by sharp price in- 
creases for the first six months and followed by a substan- 
tial decline in production, employment and prices, extend- 
ing into 1948. Since, in the opinion of the CPA, a recession 
can be avoided by intelligent planning and cooperation, its 
analysis for most industries is more generally based on the 
first alternative. 


NOT ENOUGH STEEL 

Demand for steel to maintain a general maximum end- 
product production will probably exceed supply by three 
million to four million tons, according to a comprehensive 
study by the CPA. The supply of steel, however, is expected 
to be sufficient to support record peacetime levels of output 
and employment in almost all steel-consuming industries. 

CPA predicts an 18% increase over 1946, or 61 million 
tons of finished steel (rolled and drawn products, plus cast- 
ings) in 1947. This estimate is based on uninterrupted ingot 
operations at 90% of capacity. Although the rate may ex- 
ceed 90%, (the American Iron and Steel Institute reported 
steel operations at 94.4% of ingot capacity, for the week 
ended February 24), shortages of raw materials may hamper 
production. 

Meanwhile, consumer resistance to prices charged for 
automobiles and the products of other steel-consuming in- 
dustries is increasing. Edward L. Ryerson, Chairman of 
Inland Steel Company, like many industry executives, ex- 
pects that some downward adjustment of prices will be 
made in the near future, but that unless a strong recession 
develops industry will enjoy profitable returns. 


MISCELLANEOUS 

Industrial production will increase 10%, predicts John 
D. Clark, with a resultant increase of 5% in gross national 
product. 

National income will be between $10 billion and $15 
billion below the total for 1946, according to Dr. S. J. 
Flink, of Rutgers University. (The figure for 1946 is placed 
at $165 billion.) This reduction will not affect the pros- 
perity of the people nor their ability to buy, he explains; 
it will merely mean that price reductions will be absorbed 
by wholesaler and retailer, 

Commercial loans of banks ought to be definitely on the 
increase, says George Whitney, President of J. P. Morgan 
& Company, if no serious work stoppages occur. The re- 
verse opinion is held by William W. Cumberland, who 
attributes last year’s increase in commercial loans to un- 
balanced inventories and rapidly rising prices. Since similar 
conditions are not likely in 1947, Mr. Cumberland foresees 
no substantial increase in commercial loans. 

A buyers’ market is generally conceded to exist in many 
lines of industry and in the remaining lines the end of the 
sellers’ market is predicted for some time in 1947. In such 
a market, many business executives, like Henry H. Heimann, 
of the National Association of Credit Men, expect the “keen- 
est competition American industry has ever faced.” 
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Survey of Business Practices—continued 


Excerpts from Replies to Survey of 


Business Practices 
(See article on page 64) 


PRIMARY PRODUCTS 
Foundries: Industry-wide Research Program 


“We have our own laboratories and help financially to 
support the research program of the —— College; inde- 
pendent laboratories are also used.” . . . “We support in- 
dustry research and defray our pro rata share of the cost. 
In addition to this, we have our own well-equipped testing 
laboratories.” . “Our research and development efforts 
will be directed toward improvement of present products 
improvement of methods of manufacture, improvement in 
products used, and improvement in human relations.” 

“We maintain our own laboratories, and in addition employ 
independent laboratory facilities.” 


Nonferrous Metals: Outside Research Facilities Used 
Occasionally 


“Our endeavors are largely directed toward improvement 
in quality and reducing the cost of our standard items. 
We maintain our own reasonably well-equipped laboratories 
and occasionally use college or independent facilities for 
certain specific requirements.” . “New products will not 
fall outside the general category of base products, but, 
within that category, they will represent both radical de- 
partures and modifications. We maintain our own labora- 
tories and also make use of university and other laboratory 
facilities from time to time.” . . . “We maintain our own 
research and development department and do not at the 
present time make use of any outside facilities.” . . . “We 
have no facilities for research in our setup. When it comes 
to that phase of our business, we place it in the hands of the 
ee Institute and they have worked out many products 
or us. 


Petroleum and Products: Chemicals Being Developed 


“Current trends indicate that the manufacture of a num- 
ber of chemical products may become increasingly impor- 
tant to our industry. Owing to the highly competitive nature 
of our product, we constantly strive to improve products 
and to reduce their manufacturing costs.” . . . “Measured 
in volume, brand new products will probably not play an 
important part in the growth of our company although the 
development of raw materials for chemical manufacture may 
eventually become important. Most of our research is into 
processes, production methods and improvement of prod- 
ucts. Most of our work is done in our own laboratories. We 
also contribute to joint research projects through trade asso- 
ciations.” . “The effect of new products on company 
earnings is expected to be noticeable in the near future 
and to be a large factor over a long-term growth period. We 
use outside laboratory facilities only very occasionally, rely- 
ing in the main upon our own laboratories.” . “We do 
not maintain a research organization.” 


Steel Producers: New Products Rare 


“Tn our industry no essentially new products will prob- 
ably be developed. We maintain our own laboratories and 


also use both college and independent facilities.” . . . “The 
bulk of our development will be in the improvement of our 
present line of products, both as to quality and processes 
of production.” . “New products will contribute to the 
growth of our business but not in spectacular proportion. 
We maintain our own laboratories and, in addition, use both 
independent professional institutions and colleges for specific 
problems. We also contribute funds to be spent by various 
colleges and institutions in conjunction with other members 
of the industry on industry problems.” . “We will con- 
tinue to develop new products as this work in the past has 
been the reason for our existence and growth.” 


METAL MANUFACTURES 


Air-conditioning Equipment: 
Industry 


Comparatively New 


“Product development is vitally important to our busi- 
ness, particularly because we are in a comparatively new in- 
dustry and there is greater opportunity. We maintain our 
own laboratories and, in addition, use colleges and indepen- 
dent laboratory facilities.” . “The advent of new refrig- 
erants might radically change the nature and description of 
our products. We do not use college or independent labora- 
tory facilities.” “New products will not represent radical 
departures from base products but will be primarily impor- 
tant modifications. However, there may be one important 
exception to this. We utilize our own laboratory principally, 
although local college facilities are used somewhat.” 

“New products always play an important part in the growth 
of any company. Whether they are radical or not depends on 
the ingenuity of the designer. Occasionally, we use college or 
independent laboratory facilities when we are overcrowded 
but this is not too satisfactory.” . . . “We do not contem- 
plate any radical departures from base products but rather 
an improvement in them, with a view toward better func- 
tioning and at the same time more simple construction so 
that we may reduce costs. We maintain our own labora- 
tories.” . . . “Our research and development has to do 
with modernizing our present product and keeping to the 
forefront in other developments. We do our own work, 
although we use the laboratory facilities at —_ —— Uni- 
versity. 


Automobiles and Equipment: Use Own Laboratories 


“The entire wealth of our company is attributed to our 
adherence to a policy of continual research and new prod- 
uct development. These new products have been both in 
the field of our original market and also in other indus- 
tries. By the middle of last year we had completed 
a modernization and expansion program for our laboratories 
which will enable us to handle all of our requirements.” 

. “The success of our company depends upon the im- 
provement of present products and the introduction of new 
products. Nothing presently contemplated represents a rad- 
ical departure from past practices. However, we do have 
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under development several items that could be classed 
as revolutionary in design but these are several years away 
from commercial application as yet.” . . . “We maintain 
our own laboratories and, in addition, avail ourselves of 
those of our suppliers and customers. We have not as yet 
used college or independent facilities.” . . . “Modifications 
and new designs similar to types we are now making will 
govern all development work in our company over the next 
five years.” . . . “Our laboratories are constantly working 
on ways to improve our products. Historically the best way 
to accomplish this is through evolutionary rather than 
revolutionary practices.”-. . . “I do not believe that any 
new products now in process will play an important part 
in our immediate future and this will probably be true also 
of the long-term period. We maintain and operate our 
own laboratories. Occasionally, we call upon independent 
facilities, but this is the rare exception.” 


Electrical Appliances: New Products Important 


“New products will play an important part in the growth 
of our company. There will be radical departures from 
design in these new products. We maintain our own re- 
search laboratories and from time to time ask college and 
independent laboratories to work on projects.” . . . “Our 
research activity includes fundamental research which forms 
a basis for product design by the solution of new problems 
and the development of new ideas. In some cases new 
classes of products will be added. We maintain a central 
engineering division with resident engineers at two of our 
plants. To date, we have not used college or independent 
laboratories to any great degree.” . . . “We maintain our 
own laboratories and, in addition, have projects going on 
at certain colleges.” 


Electrical Machinery: Research Vital to Industry 


“Our industry has been built upon research and develop- 
ment, and further progress is contingent upon the same 
research effort. For many years we have maintained our 
own laboratories, each headed by a director of research. 
We also have a well integrated program of graduate and 
post-Ph.D. training and fellowship—looking toward the 
maintenance of technical personnel at a high level.” . 
“Demands by our customers often make radical departures 
from past applications necessary. We maintain our own 
laboratory and model shops and also use college and inde- 
pendent Jaboratory facilities for verification of our findings 
or for more elaborate and detailed tests.” . . “We are 
looking forward to a constant succession of developments 
of new products, most of them simply modifications of 
current products, but some of them, without doubt, will 
be radical departures. We have our own laboratories, and 
likewise make use of college and independent facilities for 
specific jobs.” . . “New products will have a substan- 
tial influence in carrying on the future operations of the 
company. Some of these are radical departures from our 
existing products. We maintain our own laboratory, and 
have in mind enlarging these facilities as soon as we can 
afford to do so. We also use the facilities of colleges, and 
employ specialists on certain problems.” . . . “Except in 
unusual instances we do not use college or independent 
laboratories.” . . . “Our current efforts are along the lines 
of improving the quality of present alloys and of develop- 
ing others. We maintain our own laboratory and also use 
college laboratories and technical assistance.” 


Industrial Machinery, General: Continuous Program 


“Over the years we have conducted a continuous pro- 
gram of research in materials, methods and design with a 


view toward improving and refining our present products 
so as to keep abreast of modern developments. Practically 
all these activities are carried on in our own laboratories.” 
. . . “We set up our own laboratory facilities for the par- 
ticular problem at hand.” . . . “In addition to improve- 
ments in our present lines, new product lines are currently 
being developed. New production methods are also an im- 
portant part of our program, which includes projects such 
as electronics, welding, new heat treating, and testing proc- 
esses. The majority of our activities are carried on in our 
own laboratories.” . . “Our work has led not only to 
improvements in design, but also to the use of new mate- 
rial and the embodiment of different principles. In addi- 
tion, there is continuing research and development of 
entirely new products. Quite extensive laboratories, both 
chemical and mechanical, are maintained, and in addition 
we regularly avail ourselves of the facilities of two research 
institutes for special projects.” . . . “We do not maintain 
or use any laboratories separate from our regular manu- 
facturing departments.” . . . “Our new developments will 
largely be modifications of existing design, and will prob- 
ably be concentrated in mechanized machinery which will 
provide labor-saving facilities for our customers. Labor 
saving will be a potent sales argument in the future.” . . . 
“Departures from present products will be in the field of 
electronics. We maintain our own laboratory and also use 
both college and independent laboratory facilities.” . ; 
“Owing to the policy of our management not to branch out 
into entirely unrelated activities, new products will be 
fairly closely related to some previous activity. We main- 
tain a research staff under the direction of the executive 
vice president, and in addition we make extensive use of 
outside facilities.” . . . “We have our own testing labora- 
tory, on a small scale, and in addition often use the labora- 
tory of the __ —— Institute.” . . . “New products may 
be radical departures from the past but they are more 
likely to be modifications of existing designs.” . . . “New 
adaptations of old products will play the most important 
part.” 


Industrial Machinery, Specialized: Research Necessary 
to Progress 


“Had it not been for our policy of spending a very sub- 
stantial portion of our sales dollar on experimental and 
development work, the result would have been retrogression 
rather than progress. The new types of machinery upon 
which we are working are both in the nature of improve- 
ments of old designs and revolutionary new designs. This 
work is carried on in our Engineering Department.” . . . 
“We learned a great deal about manufacturing techniques 
during the war, and this should have a favorable effect on 
costs. We maintain our own laboratories and also use col- 
lege and independent laboratory facilities for specific re- 
search problems.” . . . “Product development is designed to 
increase performance and to expand the range of utility of 
the- equipment. There will be no radical departures from 
the established designs.” . . “For the most part, our 
new products are allied to our present product and repre- 
sent a natural direction for the expansion of our business. 
They cannot, however, be considered as simply a modifica- 
tion. We maintain our own design and experimental de- 
partment, and, in addition, use the personnel and labora- 
tories of the —. -— Institute to conduct experiments 
which our laboratories are unequipped to do.” . . . “We 
rarely originate a machine that is fundamentally different 
in purpose from those which have been used for many years, 
but we are improving the existing types all the time. On 
special occasions we call upon independent laboratory facili- 
ties for answers to specific problems.” . . . “College and 
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independent laboratory facilities are only called upon for 
incidental tests; our major research is carried on in our 
own laboratories.” . “New developments are never 
placed on the market until they have been thoroughly 
tested in several plants.” “We are consistently im- 
proving the design of our machines and bringing out new 
ones as we feel that this is vital to the successful operation 
of our business.” “We expect to confine our research 
activities to continual improvement of our present prod- 
ucts. We maintain laboratories, but they are more in the 
category of testing departments. We also have an experi- 
mental room in which actual tests are conducted on sug- 
gested improvements.” . “We do not maintain or use 
laboratory facilities.” 


Machine Tools: Methods Research 


“We do no basic research but are continually experiment- 
ing with new materials and devices to improve existing 
equipment and are always engaged to some extent in the 
development of new tools and machinery. However, it is 
unusual for a radically different product to appear in the 
- machine-tool field. On occasion we obtain assistance from 
universities or governmental scientific bureaus.” . . - “Our 
customers’ plants are our laboratories in most cases.’ ; 
“New products will be important to the growth of our 
company, but they will be modifications rather than radical 
departures from existing products. We maintain our own 
laboratories and also at times use both college and inde- 
pendent facilities.” . “We rely upon our own research 
department solely.” 


Office Equipment: Development of New Allied Products 


“Our development is directed toward the modification of 
past and present products and the development of new 
allied products. We operate a mechanical research-testing 
laboratory in our plant and do the greater part of our 
design and model work here. We use the services of con- 
sultants infrequently and then in connection with appear- 
ance design.” . . “Our research and development pro- 
gram is divided about equally between new products and 
new and improved methods of production. This latter fac- 
tor is important because of its effect on costs. We have our 
own laboratory and also use regularly a college laboratory. 
In addition, we use independent facilities from time to 
time.” . . . “Our new products will result mainly from 
modifications of our present products, although there will 
be outstanding exceptions from time to time. We operate 
our own laboratory.” . “New models developed by our 
research engineers will be gradually introduced beginning in 
1948. On a peacetime basis our experimental laboratories 
and model shops are limited. We do not use college facili- 
ties, although considerable work is done in independent 
laboratories particularly with regard to developments in 
plastics.” . “New products may be radical departures 
from past products, but they will not be radical from the 
standpoint of raw materials used or craftsmanship involved. 
We operate our own laboratories.” “Generally, devel- 
' opments involve the use of newly developed purchased 
products and the increased use of lighter metals to replace 
cast iron and steel. We maintain our own laboratories and 
research departments and also use independent facilities.” 


OTHER MANUFACTURES 
Chemicals: Rapid Turnover of Products. 


“Our industry has probably the most rapid turnover of 
products of any industry. Our laboratories are constantly 
devising new ones, and, to some extent, old ones are con- 
stantly dropping out. One of our main jobs is constantly to 


reappraise the way we do things and to find out if they can 
be shortened, cheapened, or bettered in any way. We main- 
tam our own laboratories and to a very small extent use 
college facilities for specialized functions for which we are 

not equipped ourselves. Likewise, we occasionally have 
work done at some consulting laboratory which may have 
the special skill required for a specific job.” . . . “Diversi- 
fication of products has been the major function of our 
research and development department. Approximately one 
third of our sales are of products that have been developed 

during the past ten years and we expect that ratio to hold 
in the future. The major portion of our work is done in our 
own laboratories, with a small amount of work of a more 

fundamental nature done in college laboratories, and some 
work of a product application nature done in independent’ 
laboratories.” . “New products, by and large, fit quite 

well into our over-all product picture, in most instances 

consisting of chemical derivatives of existing products. 

About 97% of our research and development expenses are | 
incurred in our own laboratories.” . “In some important 

cases, new products will take us into new chemical fields, 

but many of them will represent only modifications, im- 

provements and refinements of existing products. We main- 

tain our own laboratories and, also, to a limited extent, use 

college and independent facilities.” . “We are endeavor- 
ing to use some of the products we are already using in 
making new products.” “New products will be impor- 

tant to both our immediate and our long-term growth. 

These products will be entirely new, although they will be 

confined to the same general field. We maintain our own 

laboratories and also use college and independent facilities 

to a minor degree.” “We have several new products 

in prospect, some of which we hope to develop i in the near 

future and others on a long-term program. . “There is 

no reason to believe that new products will not. be an im- 

portant factor in the future growth of this company as thev 

have in the past. We do most of our research in our own 

laboratories and the exceptions are of no consequence.’ 

“New products would be in the same general field as present 

products, and would be comparable i in rate of sale, produc- 

tion requirements, etc. We maintain our own laboratories, 

and, in addition, for special projects, employ college and 

independent facilities.” “Our new products undoubt- 

edly will follow our present pattern, and will supplement 

our present products. Apart from our research facilities, our 

engineering department is consistently designing improved 

methods of production which will have a marked effect on 

the costs of our old products. This study includes every- 

thing from material handling to machinery and equipment 

design.” “New products will be merely modifications, 

refinements and developments of those already in use. These 

developments will be in the way of longer life, faster appli- 

cation, or lower unit cost. We maintain our own laboratory 

and in addition finance a research program at —— —— 

University.” 


Food Products: New Products Important Already 


“We have a program for launching several new products 
each year for as far ahead as we can see. These new prod- 
ucts are radical departures from past products, although all 
are in the same general field. In addition, we have improved 
almost every product in our line. One of our product im- 
provements substitutes raw materials obtainable domesti- 
cally for those formerly imported. We maintain a large 
central laboratory and also several decentralized labora- 
tories. We use university and independent facilities to a 
rather limited extent.” . “We operate our own labora- 
tories, although the dearth of qualified technical men has 
prevented us from expanding as we would like to.” 
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“There has already been one radical departure from past 
products in that we are now manufacturing a large number 
of chemical derivatives from our raw material. We main- 
tain a number of laboratories, use university facilities and, 
to a lesser degree, industrial laboratories.” . . . “New 
products are an important factor both in the immediate 
and in the long-term growth of the company, although they 
represent a relatively small percentage of total sales. We 
use our own laboratories and in many instances the facili- 
ties of the colleges.” . “We maintain our own laboratory 
which is used primarily for merchandise and production 
control purposes. We also use college and independent 
facilities for specific problems.” . “We benefit by re- 
search carried on in our field by associations. We maintain 
our own laboratory and do research on specific products. 
We do not believe that there will be any radical departures 
from products or methods of processing in our industry in 
the immediate future.” . “The only developments that 
are likely to take place in our business are in side lines.” 
. “We doubt that there will be radical departures from 
past products in our industry; rather, there will be an im- 
provement in processes and, possibly, in distribution. Some 
of our research money is spent in our own laboratories and 
some through college and other laboratory facilities.” 
“Changes i im our products will probably be chiefly modifica 
tions.” 


Paper and Products: New Products a Matter of Time 


“Today we are only making one major product that we 
made twenty-five years ago, and that product is so im- 
proved that the one manufactured at that time would prob- 
ably be unsalable today. We maintain our own laboratories, 
having not only a central research and development labo- 
ratory but also laboratory facilities in all our mills. These 
latter not only serve for routine testing, but are also avail- 
able in connection with the specific investigations of the 
central laboratory. In addition, we are financing several 
fellowships, and we make use of college and independent 
laboratory facilities.” “The only possibility of main- 
taining our operations on a satisfactory basis is through 
research and development work. Over 50% of our produc- 
tion today is in grades entirely different from the grades 
’ we were making ten years ago, and within the grades that 
we are still making, technological developments have been 
such that the present form might well be considered entirely 
new.” . . . “New products will not represent radical de- 
partures from past products, but rather will be simple 
improvements in qualities and new grades made for exacting 
purposes. We have maintained our own laboratory fo: 
many years and also use independent laboratory facilities.” 
. . . “Research has long been an integral part of our opera- 
tions and from it have stemmed a host of improved meth- 
ods and the development of many valuable chemical prod- 
ucts from materials formerly wasted. Research has also 
enabled us to minimize the pollutions of rivers and streams 
on which company plants are located. We maintain research 
laboratories at half of our plants and in consequence make 
little use of outside facilities.” . “We are constantly on 
the alert for products which can be converted from our 
base materials.” - “Our machines are such that radically 
new products would be a very difficult thing to manufac- 
ture. We do, however, have plans for increasing the qual- 
ity and quantity of our products, thereby reducing manu- 
facturing costs so as to be in a better competitive position. 
We maintain our own laboratory and also use the facilities 
Of phe. 2! Institute,” “New specialty prod- 


ucts will play an important part in our growth but these 
will not be radical departures from past products. We do 
most of our research and quality control work in our own 
laboratory, and in addition we employ the __ —— Institute 
to work on special projects.” . “New products will 
be more along the line of adapting our product to dif- 
ferent, wider, or more efficient uses.’ “We look for 
improvements in methods and processes and in the use of 
new materials. We do not see any radically new products.” 

“Our research work will not necessarily produce new 
products, but we hope it will Sets and simplify our 
present manufacturing problems.” . “Our new products 
consist mainly of modifications of our present products, but 
in some cases the modifications are of a very broad char- 
acter. We maintain our own laboratories, but we occasion- 
ally use independent facilities.” 


Textiles: Shift in Raw Materials 


“New products will not be radical departures from past 
products, but rather modifications and products better 
designed to fit their end use. Our laboratories are princi- 
pally used in connection with work on existing products 
rather than for research and development. We use col- 
lege and independent laboratory facilities for research on a 
cost-sharing basis.” . “Generally speaking, new prod- 
ucts will not be radical departures from past products be- 
cause they will all be within the textile field. Because ours 
is a long-established industry, we do not anticipate new and 
improved methods of production which will have a marked 
effect on costs or the development of our business. Last 
year we set up a department to explore general business 
research. To date, it has done some work in market re- 
search, salesmen’s compensation and product research. Dur- 
ing the coming year it will extend its activities into sales 
forecasting, production planning, distribution costs, coor- 
dination of production and selling.” “Other than 
nylon, we do not believe new products will play an impor- 
tant role in the growth of our company. We do not have 
a laboratory and, if we need technical information, we use 
the —— +” Gollege’?.. . “At present, the most prom- 
ising new yarn is, of course, nylon; possibly fiberglas will 
also play an important role. Other important developments 
are in new spindles and looms. If these machines are suc- 
cessful, they will lower the cost of the finished product. We 
are just beginning to look into the possibility of using col- 
lege or independent laboratory facilities to supplement our 
own.” . . . “We maintain our own laboratories and seek 
the services of outside consultants from time to time on 
problems for which they are specially equipped. We do not 
make regular use of other laboratory facilities.” . . . “Our 
principal objects and activities have to do with improve- 
ments in our own procedures and products. However, we 
have developed several new products.” . “New products 
or substantial developments of our present products will 
play a real part in our long-term growth. We maintain our 
own laboratories and are enlarging them substantially at 
the present time. We also use college and independent 
laboratory facilities whenever it seems more satisfactory 
to do so.’ . “Since mid-1945 our laboratory work has 
been confined pretty much to obtaining replacement mate- 
rials for those not available in sufficient quantities. The 
development of new products has been of some importance 
but this will have a larger place a little Jater on.” . . . “We 
maintain our own laboratory and also use outside facilities 
whenever necessary.” 


‘ 
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Sound Inventory Balance Is Seen 


OVERNMENT officials are said to believe that 
a generally sound inventory situation is devel- 
oping at the manufacturers’ level. At the beginning 
of the year, manufacturers’ inventories of durable 
goods were well above the prewar ratio to sales, but 
inventories of nondurable goods were below the 1929- 
1941 ratio. This situation is generally viewed by gov- 
ernment officials as a healthy one because 1947 sales 
of durables are expected to rise while sales of nondur- 
ables may decline somewhat. 

Retail inventories decreased $790 million but this 
was offset, in part, by increases in manufacturing and 
wholesale inventories so that total inventories de- 
creased by only $295 million from November to De- 
cember. Manufacturers’ inventories of durable goods 
increased more than those of producers of nondur- 
ables. 

Accumulation of inventory by manufacturers is 
expected to continue for some months, but at a grad- 
ually declining rate. 


The index of manufacturers’ inventory holdings 
(1939=100) increased 1.5% during December. The 
only major industry to report a decline was the auto- 
mobile and equipment group. Chemicals increased 
4.9%, while transportation equipment and paper rose 
4.0% and 3.9%, respectively. 

A preliminary report from the Department of Com- 
merce indicates that manufacturers’ inventories 
reached a new all-time high of $20.6 billion at the 
end of January. The increase, which resulted from 
about equal advances in the doliar value of inven- 
tories held by both durable and nondurable goods 
industries, was at about the same rate as for Novem- 
ber and December. 

A sizable increase in the index of shipments was 
reported by the petroleum and coal products indus- 
try, owing in large part to seasonal requirements of 
heating oil and the heavier use of trucking necessi- 
tated by curtailed rail activity as a result of the coal! 
strike. Among the durable goods industries, substan- 


TABLE 1: MANUFACTURERS’ INVENTORIES, SHIPMENTS AND NEW ORDERS 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


Item 
December | November! 

ati OTILOR IRSA a. cios lacs cisiv stsraisiee > apiele siaia-o aera 203 200 
ERAN O OUI s's ¢'c:aina: cre tiats e)scnisiclore See eats 220 216 
Automobiles and equipment............. 251 258 
Transportation equipment (except autos) 837 805 
Tron and steel and products.............. 138 137 
Nonferrous metals and products.......... 165 165 
Machinery, including electrical.......... 291 284 
Nondurable goods. ............0ee0+0eeee> 189 187 
Chemicals and allied products........-... 194 185 
Food and kindred products.........-.... 200 199 
Paper and allied products................ 188 181 
PIOLPOLCUET PEAIMING:.. osciccjee sje 0 o's e sit -r0ls 134 134 
Textile-mill products.................... 174 173 
SIBT co oS) Oe SS A eee ee ei Se QTA 267 
ESeEPHINEE BOOUS) 5 At :<, sieio'e ss s'o,0)6/«\ecale's sfoie'elai 287 278 
Automobiles and equipment ............- 246 235 
Transportation equipment (except autos). 550 503 
Tron and steel and PNGAUCES adc Asli: 229 236 
Nonferrous metals and products.......... 341 320 
Machinery, including electrical........... 340 313 
INOndurable GOOdS. 3.2.5 scien. dace neceey 265 259 
Chemicals and allied products .... ...... 254 249 
Food and kindred products.............. 309 305 
Paper and allied products................ 250 Q44 
Petroleum and coal products............. 234 218 
Textile-mill products.................... 229 220 
PLC MUUEEIOEN us) 5/2 6:55 5 re) diate rs ato da acate: fox) s'0ip to's 229 234 
MISPRRENC/GOOUS,s «'6-a:'s-a10 scle e Me miniesias $ bipeis 254 254 
Iron and steel and products............-. 255 276 
Machinery, including electrical........... 313 315 
Nondurable goods.............0-000+e00e- 214 221 


October! 


Percentage Change 
Nov., 1946 | Dec., 1945 


1946 


1945 


September August July December Deo. 1946 Dee, 1948 
197 190 186 181 164 +1.5 +23.8 
211 206 200 195 171 +1.9 428.7 
263 258 252 245 187 2.7 +34,.2 
739 708 684 642 594 +4.0 +40.9 
137 134 131 128 120 +0.7 +15.0 
167 163 161 157 136 0.0 +21.3 
276 268 261 256 218 +2.5 +33.5 
184 176 173 169 158 +1.1 +19.6 
180 174 171 170 165 +4.9 +17.6 
195 184 183 180 177 +0.5 +13.0 
183 181 178 171 155 +3.9 +21.3 
132 129 124 120 112 0.0 +19.6 
174 171 168 164 1390 +0.6 +33.8 
244, 240 229 206 197 +2.6 +89.1 
262 259 233 216 199 +3.2 +44.2 
Q17 216 188 169 94 +4.7 |+161.7 
506 531 457 497 626 +9.3 12,1 
228 229 212 197 191 -3.0 +19.9 
289 276 241 206 183 +6.6 +86 .3 
287 289 257 240 263 +8.6 +29.3 
231 207 215 199 196 +2.3 +35 .2 
224 223 206 198 189 +2.0 +34.4 
248 244 953 220 218 +1.3 +41.7 
925 2229 198 185 167 | +2.5 +49.7 
203 209 196 193, 178 | +7.3 +31.5 
Q7 207 180 174 166 +0.9 +33.7 
228 228 Q11 204 182 2,1 +25.8 
248 254 232 229 173 0.0 +46.8 
267 281 250 252 174 —71.6 +46 .6 
318 $21 292 295 217 -0.6 +44.2 
Q15 212 198 188 188 -3.2 +13.8 


St 


1Revised. 
2Figures relate to the end of the month. 
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Table 2: Estimated Value of Business Inventories! 
Source: Department of Commerce 
Billions of Dollars 


1946 1945 Percentage Change 
Classification Novem- | Decem 


ber, 1946 | ber, 1945, 


cem= |to Decem-|to Decem- 


Decem- | Novem- De 
October? ber 


ber ber? ber, 1946 | ber, 1946 
WOLGL<, - oon soe 84.9 85.2 84.0 26.4 0.9 82.2 
Manufacturers’.| 20.2) 19.9 19.5 16.3 1.5 | 28.9 
Wholesalers’... . 5.9 Beg 5:3 4.3 3.5 | 37.2 
Retailers’....... 8.8 9.6 9.1 5.8 -8.3 Dilan 


1Figures relate to the end of the month. 
*Revised 


tial increase in the dollar value of deliveries of ma- 
chinery of all types and of transportation equipment 
other than automobiles offset declines in the indus- 
tries most directly affected by the coal strike. 


Anita R. Kopeitson 
Division of Business Economics 


Earnings and Hours in 
Manufacturing 


N EACH of the last three months of 1946, a new 

peak level was reached in the hourly earnings of 
production workers in the twenty-five manufacturing 
industries surveyed by Tue ConrEeRENCE Boar. 
Weekly earnings, employment, man hours and pay- 
rolls also rose during this last quarter of the year, 
and the work week was lengthened in October and 
December. Real weekly earnings declined in each of 
the three months. 

Hourly earnings have shown an upward trend since 
the beginning of 1939, except for a few months just 
preceding and following the end of the war. In every 
month of 1946 but January a new high was set for 
the series, so that by December the average was 
12.2% above the wartime high point of June, 1945. It 
was 13.2% greater than the previous December. Since 
working hours have been decreased 2.6% over the 
year, the large increase in hourly earnings must be 
attributed mostly to wage-rate increases, with the 
increasing proportion of skilled male workers in the 
total contributing somewhat to the rise. 


Although weekly earnings also rose during the last 
quarter of 1946, they were still, in December, lower 
than in the first three months of 1945. But the dif- 
ference between the peak for this series (in March, 
1945) and the December, 1946, average was only 
0.9%. Weekly earnings in the last month of 1946 
were 65.1% greater than in January, 1941, the base 
date of the Little Steel formula. 

Real weekly earnings, or actual weekly earnings 
adjusted for changes in the consumers’ price index 
in terms of 1923 dollars, declined in each of the three 
months from October to December, despite increases 
in actual earnings. From December, 1945, to the 
last month of 1946, real weekly earnings dropped 
3.7%, although the actual weekly return was increased 
10.5% over the year. 

From September to December, the length of the 
work week was increased 0.6 hour, or 1.5%. Dur- 
ing the year, the work week ranged from 39.2 to 40.7 
hours. In both January and December, the average 
was 40.6 hours, or 12.1% below January, 1945, when 
working hours were at their wartime maximum. 

Total man hours reached their highest point in 
October-November, 1943, more than a year before 
working hours stopped increasing. The index at the 
end of 1946 was 27.1% below this peak. Although the 
work week in December was only 7.1% greater than 
in August, 1939, just before the start of the war 
in Europe, the total man hours had been increased 
57.9% over the same period. 


EMPLOYMENT HIGH 


More production workers were employed in these 
twenty-five industries in December than during any 
month since June, 1945. The 2.6% increase in em- 
ployment from September to December brought the 
index in the last month of 1946 to a point only 18.4% 
below the peak level of October and November, 1943, 
and 47.3% higher than in August, 1939. 

Payrolls also rose in each of the Jast three months 
of 1946 and by December were 31.7% larger than in 
the previous December. In the last month of 1946, 
the index was 239.1 (1923=100), only 13.8% below 
the peak for the series in November, 1943. At the end 
of 1946, payrolls were more than twice as large as 
during 1929. 

Euizasets P, AuLIson 


Statistical Division 
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